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Diamond Jubilee oa sao 


The great rejoicing at the victorious conclusion - 


of the war in Europe, culminating in unconditional 
surrender to the forces of the Allied nations, was 
happily celebrated on May 8 and 9. We associate 
ourselves with the heartfelt tributes of eloquence to 
Their Majesties The King and Queen from all their 
subjects at home and in the British Empire and 
Commonwealth, to Great Britain’s incomparable 
Prime Minister, and to the great leaders of the Allied 
Naval, Military and Air Forces. With much sin- 
cerity we add the grateful remembrance of those 
without whose courage and great sacrifice the cause 
of freedom in the world would have been lost. 

The drama and rapidity of events, changed over- 
night to world rejoicing, were bewildering and indeed 
without precedent in living memory. The rejoicing 
was wholehearted but orderly and sober in spirit. 
The unmistakable restraint shown by the public was 
surely due not only to a realisation of great diffi- 
culties ahead and to the limitations imposed by 
material restrictions, but also to the sense of responsi- 
bility which accompanied the revival of hopes, the 
removal of menace, and the cessation of fighting and 
destruction. 

If the grim conditions of life for five and a half 
years have happily lifted, all are conscious that the 
war in the Far East persists and that problems of the 


greatest complexity both at home and abroad— 


some of pressing urgency—leave no room for relaxa- 


¥i 6. 


- 


tion of national and individual effort. Little imagina- 
tion is needed to relate those problems to ourselves 
individually and to the tasks confronting the 
accountancy profession. 

The recent speeches of the Presidents of the 
accountancy bodies indicated the administrative 
problems of the profession in war-time and, on the 
part of the Councils, thought and preparation for 
activities in the immediate future. The measure of 
co-operation achieved in handling recent problems 
already shows favourable promise in more permanent 
proposals, particularly as regards co-ordination and 
the scheme of University education. It is meet to 
acknowledge with appreciation the labours of many 
who have ungrudgingly given their time and ability 
in the unspectacular tasks on behalf of the profession 
and of their respective bodies and in promoting more 
stimulating projects for the future. Particularly we 
would mention the Presidents of the accountancy 
bodies and the then Chairman (Mr. C. J. G. Palmour) 
and Vice-Chairman (Mr. Walter Holman) of the 
Accountants’ Committee responsible for advising the 
Ministry of Labour and National Service upon 
deferments in the accountancy profession. 

Our Editorial reviews the presidential speech of 
Mr. Richard A. Witty at the Society’s annual 
meeting, and on pages 166a and 166B are photographs 
of the Society’s Council and staff and of Incorporated 
Accountants’ Hall—alas disfigured by war damage— 
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taken on V.E.+1 day, upon which the Society’s 
sixtieth annual meeting fell. 

Mr. Witty and his predecessor, Mr. Percy Toothill, 
have led the Society with unflagging zeal during five 
and a half years when the war has been—all too 
literally—on the Society’s doorstep. 

The new President of the Society, “Mr. Fred 
Woolley, supported by his Vice-President, Mr. F. J. 
Alban; C.B.E., will concentrate upon constructive 
schemes to aid those who have gallantly served with 
H.M. Forces. Mr. Woolley at the recent Conference 
of representatives of Branches and District Societies 
received a ready response to his request for educa- 
tional and advisory facilities to be available to 
members, to men whose training has been interrupted 
and to those, suitably qualified, who may wish to 
take up a career in accountancy. Such facilities will 
be additional to the proposed Refresher Courses for 
members to be organised by the Society and to other 
suitable courses for articled clerks and examination 
candidates. Further, the Joint Committee of repre- 
sentatives of the Universities and the profession had 
in mind that some of those who had served with H.M. 
Forces would like to avail themselves of the University 
courses. 

It is significant that on the morrow of victory, 
Mr. Bevin, then Minister of Labour, made a statement 
on man-power, in which he placed emphasis on re- 


PROFESSIONAL NOTES 


The Society’s New President 


Mr. Fred Woolley, J.P., F.S.A.A., Southampton, 
has been elected President of the Society of Incor- 
porated Accountants. Mr. Woolley was born in 
Staffordshire, received his professional training in the 
office of Messrs. R. F.: Miller & Co., Chartered 
Accountants, Barrow-in-Furness and Manchester, 
and became a member of the Society in 1905. Shortly 
afterwards he commenced public practice in South- 
ampton, where he is now the senior partner of Messrs. 
Woolley & Waldron, Incorporated Accountants. Mr. 
Woolley has been Honorary Secretary of the South of 
England District Society since its formation in 1906, 
was elected a member of the Council in 1930 and for 
the past three years has held the office of Vice- 
President. In addition to his professional activities, 
Mr. Woolley has been an active member of the Cor- 
poration of Southampton for nearly twenty years. 
He was Mayor from 1931 to 1933, and for some years 
past has been Chairman of the Finance Committee. 
More recently he was appointed Chairman of the 
Reconstruction Committee for the rebuilding of 
war-damaged areas. He was appointed to the 
Commission of the Peace for Southampton in 1926. 

In view of the scheme under which it is hoped that 
entrants to the profession may have the opportunity 
to combine University education with their pro- 
fessional training, it is of interest that the new 
President is a member of the Court of Governors of 
University College, Southampton, and acts in an 
honorary capacity as Treasurer of the College. Mr. 
Woolley has filled many offices in the public life of 
Southampton, sacoting those of President of the 
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allocation rather than demobilisation. The claimngi 
of the war with Japan and the large personnel 
required to meet the military and administrative 
needs of the occupation of German territories arg 
likely to remain high.. Restricted demobilisatiog 
(750,000 by the end of 1945) will be under Class A= 
determined in relation to age and length of service 
with much smaller priority releases under Class & 
mainly for building and mining. Meantime the calk 
up of groups to 30 years of age continues. Thus theré 
is unlikely to be any considerable relief in the mans 
power available for the work of the profession. 

Mr. Bevin’s statement clearly implies that release§ 
to the accountancy profession will be, as in most 
occupations, under Class A and not by .way of 
preferential demobilisation under Class B. There 
is no official information to the contrary and nascent 
hopes may only lead to disappointment. It must 
also be said that there is no special release for articled 
clerks. But if demobilisation is gradual it will be 
orderly and, in the general interest, control— 
including control over engagement of staff—must be 
borne for a time. Yet some relief, however slight, 
is both possible and welcome. 

Meantime we extend the greetings of their fellow 
members to all serving with H.M. Forces—especially 
to those who have been prisoners of war—and assure 
them that V.E. has quickened the welcome which 
awaits them on their return to civil life. 


Chamber of Commerce and Chairman of the Royal 
South Hants and Southampton Hospital, and has 
rendered valuable services to many charitable 
organisations. He is particularly interested in agri- 
culture, and his hobby is farming. The recent 
decision of the Council of Southampton to confer 
upon Mr. Woolley the freedom of the county borough 
is a fitting recognition of his distinguished record in 
public life. Simultaneously he has reached the 
culmination of his professional career in his election 
to the highest office in the Society. 


The new Vice-President is Mr. F. J. Alban, C.B.E., 
F.S.A.A., senior partner of Messrs. Alban & Lamb, 
Incorporated Accountants, Cardiff, Newport (Mon.) 
and London, and a Past President of the South 
Wales and Monmouthshire District Society. 


The Institute of Chartered Accountants 


Mr. Harold M. Barton, President of the Institute 
of Chartered Accountants, presided at the Institute’s 
annual meeting on May 2. In the course of his address, 
Mr. Barton dealt with a number of subjects which 
were also included in Mr. Witty’s address at the 
Society’s meeting—the resettlement of members and 
articled clerks returning from national service ; the 
accountancy profession and the Universities; and 
co-ordination. It is pleasing to note the close agree- 
ment in policy between the Councils of the Institute 
and the Society on all these matters. 


Mr. Barton welcomed a number of recent develop- 
ments in the sphere of taxation—the Income Tax 
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Bill, the White Paper on war-time concessions, 
P.A.Y.E., the agreement with the United States on 
double taxation ‘relief, and the granting of further 
E.P.T. relief to small businesses. But his criticisms 
and suggestions for wider measures will receive 
general support from the profession. The Institute 
has had some informal discussions with the Board of 
Inland Revenue, and has issued a memorandum 
containing suggestions for improving the operation 
of P.A.Y.E. Mr. Barton pointed out the need for 
legislation, or an authoritative interim statement, 
to clarify the conditions under which excess profits 
tax will be wound up. In the wider field of Govern- 
ment economic and financial policy, accountants 
might have a part to play in the determination of the 
national income, and informal and exploratory 
conversations were taking place between representa- 
tives of the Institute and certain economists. 


The Finance Bill 


In view of the election, it is reasonable to expect 
that by the time these lines are published, the 
Finance Bill, in an abbreviated form, will have been 
passed. It must therefore suffice if we refrain from 
our usual full comments until our next issue. The 
main features of the Bill as originally presented to the 
House are as follows :—General Rules 19 and 21, as 
applied to local authorities, are to apply by reference 
to the total income, irrespective of its application ; 
beneficial occupation under Schedule A is to be 
available for “ set off.’’ The six-year time limit for 
carrying forward losses under section 33, Finance 
Act, 1926, is to be extended by any years subsequent 
to the loss that fell between 1939-40 and 1945-46 
(inclusive) ; investment income will be available for 
relief in respect of such losses brought forward. War 
gratuities payable by the Crown are to be exempted 
from tax when paid to members of the Forces, 
Special Constables, Civil Defence employees, etc. 
Where E.P.T. or N.D.C. retrospectively affect 
income tax liability, the six-year time limit is to 
be abolished, both for additional assessment and 
repayment purposes. Similarly with error or mistake 
claims. 

The increased standard for E.P.T. has already been 
the subject of comment in this journal. Certain 
concessions in respect of deficiencies, e.g. where a 
business is taken over by a partnership or company 
with the same interested parties, are to be made 
statutory. The law regarding exceptional depre- 
ciation is to be amended in detail. The period for 
carrying forward losses for N.D.C. is to be extended 
as for income tax. The necessary provisions to 
implement the Double Taxation convention are 
included. In the realm of death duties, relief is to be 
given where duty on land has been paid on a valuation 
as at a date on or after March 31, 1939, and the land 
is compulsorily or by agreement acquired at a lower 
value by a Government Department, local authority, 
etc., within the five years from November 17, 1944. 
The appointment of collectors in the City of London 
is to be transferred to the Commissioners of Inland 
_ Revenue, thus bringing the City into line with the 
rest of the country. 


ACCOUNTANCY 


MR. FRED WOOLLEY, J.P., 
President of the Society of Incorporated Accountants 


The Society’s Library 

The Library at Incorporated Accountants’ Hall is 
again open. The lending section is available, except 
that owing to limitations on space, a number of the 
older.and less used volumes are not accessible. The 
current and some recent issues of periodicals may 
now be consulted in the library. Entrance to the 
building is still by the emergency staircase at the 
south-east corner. Library facilities are provided 


for Incorporated Accountants and for members of. 


Students’ Societies. Books may be borrowed either 
personally or by post in accordance with the regu- 
lations, but may not be sent or taken to any place 
outside Great Britain and Ireland. Members and 
students away from the London area should apply 
in the first instance to the appropriate Branch or 
District Society Library. Copies are still available, 
free of charge, of the Catalogue of the Library, which 
was published in 1939. This includes full information. 


Finance for Industry 


In February the formation was announced of two 
organisations to assist in the finance of industry re- 
conversion ; the Finance Corporation for Industry, 
Limited, and the Industrial and Commercial Finance 
Corporation to provide for the smaller business. It 
has now been announced that the Chairman of the 
Finance Corporation for Industry will be Lord 
Hyndley, G.B.E.,* hitherto managing director of 
Powell, Duffryn, and Chairman of the London Com- 
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mittee of the Combined Production and Resources 
Board.. The board. will also include Sir John 
Morison, C.A., who has been Director-General of 
Finance at the Ministry of Supply, and Mr. J. Ivan 
ns, O.B.E., C.A., who has been an Adviser to the 
inister of Production. The remaining directors are : 
Professor C. D. Ellis, the Scientific Adviser to the 
Army Council; Mr. Thomas Frazer, an insurance 
expert who has been a member of the Capital Issues 
Committee ; Sir Robert Sinclair, Deputy Chairman 
of the Imperial Tobacco Company ; ; Lieut.-General 
Sir Ronald Weeks, managing director of Pilkington 
Brothers, Limited, and since 1942 Deputy. Chief of 
the Imperial General Staff ; Lord Westwood, a well- 
known Labour leader and Trade Union administrator ; 
and finally Sir Jeremy Raisman, for six years Finance 
Member of the Government of India, with a wide 
range of financial experience. 


Stock Values and E.P.T. 


In the current issue of the Economic Journal, Mr. K. 
Lacey discusses the economic effects of the first-in- 
first-out method of stock valuation, a question of 
topical importance for business men and accountants. 
Mr. Lacey shows that in a period of rising prices, this 
system of valuation has the effect of taxing away as 
fictitious profit a considerable amount of the real 
capital of industry. That occurred during:the war of 
1914-18 and has been still.more serious during the 
present war; for although prices have been kept 
under closer control, the incidence of high income-tax 
rates and especially of E.P:T. make the resulting 
taxing away of capital still greater. If the aggregate 
pre-war value of commodity stocks is taken as 
£1,600 million, for example, and we assume a rise in 
unit values of 50 per cent., taxation of capital will 
be involved to the extent of no less than £800 million, 
since closing stocks at the end of the E.P.T. period* 
would be valued, if unchanged, at £2,400 million. 

Mr. Lacey advocates the substitution of a method 
of stock valuation which takes into account changes 
in quantity but not in price. For example, if at the 
beginning of the E.P.T. period a trader held 10,000 
units of stock valued at {2 per unit, and finished up 
with 12,000 units valued at £3 each, tax would be 
levied only on the additional 2,000 units at £3 each, 
and not on the appreciation of the entire stock. 
There can be no administrative obstacles to such a 
reform, since the United States, France and Sweden 
have already adopted this system of valuation, or 
some variation on it, during the war. 


Retailing Trends 


Separate figures for the sales of department stores, 
co-operative societies and multiple shops are given 
for the first time in this year’s annual review of 
retail trade in the Board of Trade Journal. These 
show that in 1943 the co-operative societies were the 
only section of the trade to show an increase in turn- 
over, a rise of 3°1 per cent. contrasting with a decline 
of 5°6 per cent. in the case of the multiple shops and 
a trifling recession for the department stores. In 
1944-45, however, an overall increase of 6°9 per cent. 
in sales was fairly evenly divided between the 
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different branches. The reason for the better showing 


‘made by the co-operatives in 1943 was the rise in 


their food trade, which represents a very large 
proportion of the total. Another important trend 
which is brought out in the survey is the continuing 
decline in stocks of apparel. As compared with 1943, 
the reduction ranged from 5 per cent. in boots and 
shoes, to as much as 24 per cent. in women’s wear, 
The recent decline has been brought about by a 
sharp revival of apparel sales in the latter part of 
1944. The statistics also reveal some sharp dis- 
parities as between different areas of the country. 
Thus, sales in the London postal area showed a rise 
(in money terms) of only 1°2 per cent. in 1944, against 
an improvement of as much as 8°4 cent. in the 
rest of Great Britain. It is explained that the reason 
was essentially the effect of flying bombs, since in 
the first quarter of the year the West End actually 
had the highest increase in total sales in the country. 
As between classes of merchandise, the changes on 
the year in London ranged from a decline of 10°2 
per cent. in furniture to an increase of 18°8 per cent. 
in men’s and boys’ wear. In the provinces, the 
latter item showed an increase of as much as 30°2 
per cent., while furniture sales were actually a shade 
higher than in 1943. An interesting divergence is 
an increase of -26°6 per cent. in sales of sports goods 
in the provinces, contrasted with a decline of 4°2 
per cent. in the London area. 


Preparatory Work for Post-War Trade 


Experimental: and development work, including 
the manufacture of prototypes, in preparation for 
peace-time production, may now be undertaken by 
those manufacturers whose applications for the 
necessary facilities are approved by the Board of 
Trade. Unless it is considered that the preparatory 
work would interfere with current or future war or 
other priority work, approval is given, and—except 
in the few cases where all available supplies are 
needed for essential wartime purposes—raw materials 
are made available. No increase in a manufacturer’s , 
labour force can be granted.’ The Board of Trade 
Journal for March 31 records that more than 1,300 
applications have been received since August, 1944. 
Of these, only 13 have been rejected; more ‘than 
1,150 have been approved, and the rest. are under 
consideration. The applications cover a wide variety 
of products, mostly in the engineering industries. 
The preparatory work approved is normally the 
preparation of new designs and the manufacture of 
one or two prototype machines, or experiments in 
the use of new materials for existing products, or 
the reconditioning of jigs and tools. Approval-is 
always given on the understanding that there can 
be no assurance of facilities for manufacture on a 
production scale. A large number of firms have, 
however, been enabled to make definite and valuable 
preparations for their post-war production pro- 
grammes. Applications should be made to Depart- 
ment I.M. (E.), Board of Trade, Millbank, S.W.1, 
on forms which are obtainable from that address or 
from any Board of Trade Regional office. 
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DIAMOND JUBILEE 


In circumstances which precluded suitable cele- 
brations to mark the Society’s sixtieth anniversary, 
the choice of May 9 for the annual meeting was surely 
inspired, for it linked our history with that of our 
country and Empire, and lent unforgettable distinc- 
tion to the occasion, 

The wisdom of the decision to carry on with the 
arrangements made was confirmed by the success of 
the meeting, but the decision must have needed 
courage as well as faith in the loyalty of the members. 
And that faith was justified, for the members from 
the provinces turned up in force, as they always do. 
Not all of them reached the meeting—were there not 
other attractions in the streets of London on that 
day of days, and was not the meeting held in un- 
familiar surroundings, giving ample grounds for 
excuse to those who made up for their absence by a 
full day’s attendance at the Conference of District 
Societies’ representatives on the following day ? 
Certainly the attendance was smaller than usual, and 
if the atmosphere was almost festive and the absence 
of criticism noteworthy, the proceedings lost nothing 
thereby, and it need hardly be added that they were 
conducted with the dignity and efficiency which have 
throughout marked the public work of Mr. Richard 
A. Witty as President of the Society. 

The Report of the Council and the address of the 
President recorded a year of valuable work, main- 
tained in spite of the limitations and restrictions 
imposed by the continuance of the war into its sixth 


year, and. the shattering effect of the damage to the. 


Hall by enemy action in July of last year. In its 
present state the Hall is a painful sight, but it is 
good to know that the policy of the Councll is to 
effect complete restoration. Meanwhile, the Society’s 
organisation is again centred there, a triumph of 
adaptation and improvisation for which the staff 
and all concerned deserve high praise. 

But the effects of the war go beyond the mere 
material, and the President observed a proper 
priority when he opened his address by a sympathetic 
reference to the loss of members and students on 
active service, and to those who were prisoners of 


war. Many of these latter will by now have been 


released, and we may hope that we shall soon be able 
to welcome them back. There have been casualties 
also among those who have remained at home, and 
many of those present at the meeting missed the 
familiar face and figure of Mr. Fay, whose breakdown 
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in health can be directly traced to the effects of war- 
time conditions. 

The President’s address was largely concerned with 
matters of professional rather than purely Society 
interest. Co-ordination of the profession has duri 
the past two years been so frequently talked about, 


that some members are impatient at the expense of the’ 


Committee, the fruits of whose labours are not yet ap- 
i a Hopes which had become jaded may be revived 

the President’s hint that definite progress has 
“$8. made, but it may be pertinent to remind those 
directly concerned that the claim of accountants to be 
able to assist in the solution of post-war problems may 
well be tested by their ability to carry through so 
desirablé, and from an outsider’s point of view, so 
obvious, a measure as that involving the co-ordination 
of the profession. 

That a measure of co-operation already exists 
may be inferred from the scheme which has been 
evolved by a Committee representing the accoun- 
tancy bodies and some of the universities, whereby 
par ag for theoretical training for the profession 

rovided by the universities. The idea is not 

rom its earliest days the profession acknow- 
ledged the value of university education by allowing 
graduates to qualify after practical experience ex- 
tending over three instead of the normal period of 
five years. The numbers entering the profession on 
this basis have, however, been comparatively few, 
and the scheme now introduced is designed to enable 
accountancy students to combine their studies for a 
Degree and for their professional qualification. The 
scheme must, of course, be entirely voluntary at the 


present stage. Moreover, the financial aspects havenot . 


yet been faced, and these may well prove formidable, 
but the objective is one on which there can hardly be 
two opinions. Accountancy in its modern setting 
demands culture as well as character, and wisdom as 
well as knowledge, and a scheme which aims at pro- 
moting a more highly educated profession is one 
which deserves the support of all. 

The President’s address included some pertinent 
and timely comments on the subject of costing, the 
importance of which has been emphasised in this 
war, as in the last, by the variations of method and 
practice brought to light by government contracts 
and the investigations made in connection with them. 
The Society recognised the importance of the subject 
after the last war by introducing separate papers on 
cost accounts into its examination syllabus, but it is 
open to question whether the education of the in- 
dustrial and commercial world in the use and value of 
scientific costing has kept pace with the need. The 
President did well to remind the profession that it 
has a sap marie in this connection, and the 
Research Committee, to whose work a well-deserved 
tribute was paid, might well find here a fruitful field 
for its future work. 

The comments on the report and address were 
mainly of a complimentary character, anticipating 
the more formal acknowledgment of the completion 
by Mr. Witty of three years as President. The 
appropriate resolution was enthusiastically endorsed 
and formed a fitting end to a memorable day as well 


as to a distinguished presidency. 
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The President’s Speech 
The following is a full report of the speech of Mr. Richard A. Witty, President of 
the Society of Incorporated Accountants, at the Annual General Meeting, on May 9. 


I have pleasure in moving the adoption of the 
sixtieth annual report and accounts. In normal 
circumstances the Society might have been inclined 
to celebrate its Diamond Jubilee, but under war 
conditions any such celebration would have been out 
of place. Itis, however, a matter of great satisfaction 
to think} that the year coincides with the com- 
pletion in Europe of the great and glorious under- 
taking of the Allied Nations to secure freedom for 
the world. 

A number of our members are still prisoners of 
war, but we hope to be able to welcome them back 
to their native land before our next annual meeting. 
I have been in touch by correspondence with these 
prisoners during the past year in order that they 
may know that they are not forgotten and to assure 
them a real welcome upon their return. Our exam- 
inations have been held in various prisoner-of-war 
camps, and the results have been a tribute to the 
determination of our candidates to pursue their 
career under difficult circumstances. I ought perhaps 
to add that under the Society’s regulations the 
examinations in prisoner-of-war camps could only be 
made available to those who were already enrolled 
as students with the Society. 

It is with sorrow that we have to report further 
losses of members and students on active service 
during the year and I have extended the sympathy 
of all members of the Society to their relatives. 

The Society suffered a very real loss in the death 
of Mr. Henry Morgan, a Past-President, and one who 
had rendered conspicuous service, not only to the 
Society and the profession generally, but also to the 
whole commercial community. His life’s work will 
be an inspiration to all those who are called upon to 
follow him in the high offices of the Society. 


Branches and District Societies 


I have had the pleasure during the past year of 
visiting several of our District Societies, and I can 
testify to the keenness of all the officials and members 
in carrying on their work under difficult circum- 
stances and in upholding the status and traditions of 
the Society. After the annual meeting last year, a 
Conference of District Society representatives was 
held, and the Conference is being repeated this year. 
These occasions enable the Council to keep in touch 
with the pulse of the members throughout the country, 
and I know they are greatly appreciated by the 
representatives from the country, as well as. by the 
members of the Council. We have been able to keep 
in contact with our Branches throughout the world, 
and once again I would express our gratitude to the 
honorary secretaries and committees for their con- 
tinued interest. 


Incorporated Accountants’ Hall 


It is a matter of great regret that we are unable to 
hold this annual meeting in our own Hall. Enemy 
action caused considerable damage to Incorporated 


Accountants’ Hall, but it is the policy of the Council 
to effect restoration and possibly extension. The 
work of first-aid and restoration has been delayed 
during the past six months, but as that delay was 
necessitated by the call upon all building operatives 
to assist in repairing damaged dwelling-houses, we 
shall not complain. We hope to be able to proceed 
with the work in the not distant future. I would take 
this opportunity of expressing the gratitude of all 
members of the Society to the many professional 
bodies which have offered assistance, particularly in 
regard to the holding of meetings. To the Institute 
of Chartered Accountants and to the Law Society 
we are already indebted for permission to hold 
meetings at their respective Halls, and to-day we 
owe a further debt to the Auctioneers’ and Estate 
Agents’ Institute, who have kindly given us the 
facilities for holding this annual meeting in their 
Hall. 


The Profession and the Universities 

I mentioned last year that we had had conversa- 
tions with the Committee of Vice-Chancellors and 
Principals of the Universities with a view to evolving 
a scheme by which accountant students of the future 
should be more readily able to link a University 
education with their professional qualification. That 
scheme has now reached a definite point and details 
have already been published. We believe this to be 
a step of the utmost importance, and we trust that 
every practising member of the Society will encourage 
his articled clerks and by-law candidates to take 
advantage of the opportunities offered. The scheme 
is in keeping with the trend of modern education 
under which equality of opportunity is the keynote 
for all who would be likely to benefit by a University 
education without regard to means. It would seem 
to follow that future members of the profession will be 
expected to prove that they have benefited by the 
highest education available. The variations in 


-University courses may make it impossible, for the 


time being, for the scheme to be applied to every 
University in the country ; but, assuming that the 
scheme proves as successful as we anticipate, it may 
reasonably be expected that any Universities which 
may not participate at the inception will be glad to 
do so at a later date. The question of finance is 
difficult, because it is impossible, for the moment, 
to state a definite figure as to the cost of the scheme 
to the profession as a whole. Nevertheless, it would 
be unreasonable to ask our members to sanction a 
scheme without any knowledge of the financial 
liability that is being undertaken. I am therefore 
authorised by the Council to state that no financial 
commitment whatever will be entered into without 
the specific authority of the members, and that such 
authority will be asked for probably at a special 
general meeting to be convened a little later in the 
year. 
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Co-ordination of the Accountancy Profession 

The negotiations towards co-ordination in the 
accountancy profession have continued during the 
past twelve months. Some of the difficulties at which 
| hinted in my address last year have been solved, 
and to-day there is a greater degree of unanimity 
than at any previous date. It will no doubt be 
realised that all concerned have been working at 
high pressure, and this accounts, partly, for the 
delay in the completion of the proposals. I am there- 
fore going to content myself by asking members to 
exercise a little further patience, and I do so in the 
firm belief that it will be possible, at a comparatively 
early date, to acquaint the members with the full 
details of the proposals. 


Post-War Refresher Courses 

Publicity has already been given to the concessions 
which are to be granted to articled clerks and special 
by-law candidates whose professional careers have 
been interrupted by any form of national service. 
it has, moreover, been agreed that members of the 
Society returning from the Forces shall be welcomed 
at special Courses on the lines of those held by the 
Society in peace days at Cambridge and Oxford: It 
is not intended that these Courses shall replace the 
fuller refresher courses which are being organised 
by commercial schools, technical institutes, and 
private coaches, but, rather, that they shall afford 
an opportunity for returning members to be welcomed 
by their professional brethren. At the same time, 
the opportunity will be taken of arranging for papers 
and discussions on subjects of special interest in daily 
practice and in industrial accountancy. The necessary 
plans are well formulated, but detailed arrangements 
cannot be made until the dates and rate of demobilisa- 
tion are more fully known. 


Re-settlement Advice Service 
You are probably aware that a Re-settlement 


Advice Service is being instituted under which a 


Panel of Accountants is being compiled who are ready 
to give their services in an honorary capacity in 
assisting ex-service men who contemplate the purchase 
of small businesses on discharge from the Forces. 
The Panel of Accountants will work in conjunction 
with the Ministry of Labour and their Re-settlement 
Advisory Officers, and I have no doubt that -Incor- 
porated Accountants will be ready to undertake their 
full share of this work. Our District Societies 
throughout the country have already exhibited a 
keen interest in the matter, and a substantial list 
has already been compiled of those. who are willing 
to help. It would perhaps be better to have too many 
rather than too few volunteers, and so I would 
suggest that any members who desire their names to 
be added to the panel, but have not yet officially 
notified the District Societies, should do so without 
delay. 
! Research Committee 

“‘ Design of Accounts ’’ was well received by the 
profession and the commercial world generally. The 
press notices included a large measure of praise, and 
some constructive criticism which was equally 
acceptable. The first edition was sold immediately 
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on publication, and a second extended edition will be 
published when the n facilities can be 
obtained in regard to paper. The Research Committee 
have continued to meet throughout the year, and are 
engaged on a number of matters which will form the 
subject of publications as soon as circumstances 
permit. The work of this Committee in the past has 
amply justified its constitution, and its future work 
is likely to lead to a spirit of emulation throughout 
the profession. 
Industrial Accountants 

The Council have agreed that Associates who are 
industrial accountants shall be eligible, subject to 
certain conditions, for the Fellowship of the Society. 
This decision follows the views expressed at the 
District Societies’ Conference held in 1944, and 
will, I think, satisfy our members who are engaged in 
industry that they remain members of the pro- 
fession. It is further a recognition of the ever-growing 
importance which attaches to their work in commerce. 


Importance of Costing 

The reference to industrial accountancy reminds 
one, naturally, of the subject of costing. It is nearly 
twenty-five years since the Society of Incorporated 
Accountants first realised the importance of costing, 
and amended the syllabus to include special papers on 
Cost Accounts, Economics and Statistics. There has 
undoubtedly been a recognition of the absolute 
necessity for costing records on the part of large 
commercial units ; but the war years and the period 
of Government contracts have shown the need for a 
still fuller recognition, particularly in manufacturing 
and contracting businesses of medium size. It is 
unfortunate that the various Government Depart- 
ments have insisted on the use of different formulae 
in arriving at basic costs and overheads for the 
purpose of cost-plus contracts. I understand that 
discussions are taking place between the different 
Government Departments with a view to arriving at 
one definite basis for all purposes. But that difference 
of view only serves to emphasise the vital importance 
of costing ; and I want to suggest to our members, 
particularly those who are in public practice, that 
they should continue to impress upon their clients 
the importance of this. subject. I am aware that— 
particularly in pre-war days—the reply usually given 
by the manufacturer was an enquiry as to whether 
cost accounts would provide him with additional 
profit. It was usually not sufficient to suggest that 
costing records made for increased efficiency, and it 
was not always easy to prove conclusively that 
increased efficiency, in itself, should lead to increased 
profit. The attitude of the manufacturer was, I 
think, perfectly natural, and we must be careful not 
to over-elaborate the technique of costing by the 
insistence upon forms with adjustments and appor- 
tionments which could only be comprehended by a 
few. In many cases it is still possible to frame the 
ordinary financial books and accounts in such a way 
that they give the most important and vital informa- 
tion about costing or in such a way that the accounts 
can easily be broken down for this purpose. En- 
quiries suggest that a budgetary statement is still 
imperfectly understood in this country, except in 
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comparatively few cases. This is perhaps due to the 
fact that it is almost impossible to prepare a budgetary 
statement until past records on costing are readily 
available. There is room for action by all qualified 
accountants in the matter of popularising costing, 
and by so doing.we shall be helping the future com- 
mercial prosperity of the country. It is not a matter 


which is dependent upon Government contracts | 


only or upon Government control ; and although we 


recognise that some degree of control may be necessary » 


in certain trades, at least until such time as supply 
and demand meet on a level plane, I think that now 
is the time to engage in this form of missionary work. 


Income Tax Bill 


The Income Tax Bill, 1945, marks a step forward 
in the perpetual effort to persuade the Revenue 
authorities to accept the word “ profit ’’ or ‘‘ income ”’ 
in the commercial sense, instead of clothing it with a 
purely artificial meaning based on outworn creeds 
and cases and having too little relation to the risks 
and hazards of everyday life in commerce. But we 
must be thankful for small mercies, even though they 
are mainly applicable to wasting assets and still 
hedged round with many restrictions. The Bill has 
not yet been passed into law, and it may happen that 
useful amendments will be embodied in the final 
Act. I do not think I am making too high a claim 
when I suggest that the contents of this new Bill 
may be, in part, the outcome of discussions which have 
taken place between representatives of the ac- 
countancy profession and the Revenue authorities. 


_Conclusion 

At the close of three years’ tenure of the office of 
President, I wish very cordially to thank my Vice- 
President, Mr. Woolley, and the other members of 
the Council for the great assistance they have given 
me in carrying out the duties of my office during a 
period of exceptional difficulty. But I do not want 
to give the impression that it is only Council members 
who carry on the work of the Society. I am equally 
grateful to the very large number of members of the 
Society who have given their quota of work and time, 
either through the District Societies or directly to 
Head Office. It may be necessary, in the future, to 
call for still further assistance from members gener- 
ally, and I am quite sure they will answer the call in 
the same generous way as they have contributed to 
the success of the Society during the past sixty years. 
No words of mine can adequately express my appre- 
ciation of the devoted work and loyalty of our 
Secretary, Mr. Garrett, and of the members of our 
staff, particularly during the past three years. The 
damage to our Hall last year called for rapid adapta- 
tion to new and difficult circumstances, which was 
made in such a manner that few members knew of 
the destruction which had been caused when, through 
enemy action, the President’s Room and the Clerks’ 
Reception Office were destroyed and the building was 
very nearly wiped out. On your behalf, the Council 
have expressed directly to the staff their appreciation 
of the invaluable services which were then rendered 
as at all other times. Let me add a word of welcome 


to Brigadier Tidbury, who is acting as our Assistant 
Secretary. He has already shown an organising 
ability of a high degree, and has been able to render 
more than first-aid to the battle-scarred administra- 
tion of the Society’s work. Brigadier Tidbury’s 
timely arrival has helped us to overcome the difficulty 
caused through the temporary absence of Mr. Fay, 
who has, unfortunately, been ill for the past three 
months, and to whom, with your agreement, I 
propose to send a letter from this meeting conveying 
good wishes with the hope of a speedy recovery. 

Let my final word be one of complete confidence 
in the future of Incorporated Accountants and the 
profession of accountancy generally, with an assur- 
ance to all concerned of our readiness to take our full 
share in the work of rehabilitation through the world 
after the, dark and destructive days of the past six 
years. 


The Liquidity of Industry 


We are indebted to a correspondent for the following 
note : 

In the April issue of AccounTaNcy there are two 
statements regarding the liquidity of industry which, 
in the absence of further explanation, may appear 
contradictory to many readers. 

In Professional Notes under the heading, “‘ Taxation 
of Industry,” it is stated: . 

“Even the best placed industrial firms possibly do 
not possess sufficient liquid assets to make good this 
capital depletion,” 

whereas, in the Editorial on “‘ Capital and Progress,’’ 
it is stated : 

“ Industry as a whole is in a very liquid condition.” 

Is not the unusually liquid position apparent in 
industry to-day due to an exceptional accumulation of 
liquid resources arising from conditions which will 
disappear when the present war-time economy ceases to 
operate? _, 

These special conditions appear to be mainly : 

(a) Inability to utilise liquid resources for the normal 
maintenance, replacement, or extension of capital 
assets. 

(6) Utilisation of government-financed capital assets and 
stocks, which would normally have constituted a 
drain on liquid resources, or been provided through 
the medium of bank overdrafts or private loans. 

(c) Excess of consumer demand over supply leading to 
prompt cash terms of settlement replacing credit 
terms. 

(d) The government system of progress payments enabling 
production operations to be financed more expedi- 
tiously. 

(e) Frequent changes in design, causing a proportion of 
the recorded total of stocks and work-in-progress to be 
redundant, resulting in an apparent excess of trading 
stock over normal requirements. 


When the above conditions disappear, and industry 


- finds it necessary to make good its capital depletion, it 


seems clear that even this unusually liquid position will 
not be adequate to finance, under normal trading con- 
ditions, arrears of capital expenditure, the costs of 
transition to a peace-time economy, and reversion to 
production and supply on credit terms. To that extent 
the two apparently conflicting statements would seem 
to be reconciled.. ' 


June, 1945 
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Intangible Assets 


By F. SEWELL BRAY, Chartered and Incorporated Accountant 


The Committee on Accounting Procedure of the 


American Institute of Accountants has latterly been | 


turning its attention to accounting for intangible 
assets and has issued a Research Bulletin on this 
subject (No. 24, December, 1944). 

It appears that this present bulletin is designed to 
promote a. fuller consideration of the relation of 
intangible-assets to income and earned surplus. The 
Committee is of the opinion that accounting for 
intangible assets should reasonably follow the same 
principle as that applied to tangible fixed assets, 
namely that it should normally be based on cost, 
-egarding cost “‘as the price paid or consideration 
given to acquire the asset in question”; but in 
the case of intangibles one frequently meets with 
non-cash acquisitions, in which case the Committee 
suggests that cost should be determined “ either 


by the fair value of the consideration given or by | 


the fair value of the property acquired, whichever is 
the more clearly evident.” 

Intangible assets are classified in two broad classes : 
the first represents “ those having a term of existence 
limited by ‘law, regulation, or agreement, or by 
their nature (such as patents, copyrights, leases, 
licences, franchises for a fixed term, and goodwill 
as to which there is evidence of limited duration).” 
In the second class are placed ‘‘ those having no such 
limited term of existence and as to which there is, 
at the time of acquisition, no indication of limited 
life (such as goodwill generally, going. value, trade 
names, secret processes, subscription lists, perpetual 
franchises, and organisation costs).”’ 

It is pointed out in this Research Bulletin that the 
cost of tangible assets having a limited term of 
usefulness is dealt with by depreciation accounting, 
which is a system of amortization which aims to 
distribute the cost less salvage value over the 
estimated useful life of the asset in a rational manner. 
It is recommended that the cost of intangibles having 
a limited term of usefulness should be dealt with in 
much the same way. Those intangibles falling 
within the first class referred to above, the Com- 
mittee recommend, should be amortized by systematic 
charges in the income statement over the period 
benefited. Most English accountants will agree 
that this is reasonable. They also recommend that 
intangible assets brought within the second class may 
be carried continuously at cost unless and until it 
becomes reasonably evident that their term of 
existence has become limited or that they have 
become worthless. In the former ¢ase they will then 
fall to be re-classified and dealt with by systematic 
amortization in the income statement for the 
estimated remaining period of usefulness, but if they 
become worthless it is recommended that a charge 
should be made either in the income statement or to 


earned surplus as in the circumstances seems 
appropriate. 

It also seems that no objection is taken to amortize 
an intangible asset within the second classification 
even where there is no present indication of a limited 
existence or loss of value, by systematic charge in the 
income statement provided that the plan of amortiza- 
tion is reasonable, notwithstanding the fact that 
expenditures are being made to maintain the value. 
The Committee add that where intangibles are 
important income-producing factors and are being 
currently maintained the period of amortization 
should be reasonably long, but the procedure should 
be formally approved, preferably by action of the 
stockholders, and as one would expect it should be 
fully disclosed in the financial statements. 

The situation is also dealt with where a parent 
corporation has made a stock investment in a sub- 
sidiary at a cost in excess of its equity in the net 
assets of the subsidiary as shown by its books at 
the date of acquisition. It is pointed out that the 
parent corporation may have either paid amounts 
in excess of book value for specific assets in the sub- 
sidiary or paid for the general goodwill of the 
subsidiary. It is therefore suggested that if prac- 
ticable such excess should be divided between 
tangible and intangible assets and the amount 
allocated to intangibles should be further allocated 
as between the ‘two classifications to which we have 
already referred. 

It is interesting to notice a somewhat different 
attitude appearing in the development of accounting 
theory since in this bulletin the Committee recognise 
that in the past it has generally been considered 
proper to eliminate the cost of intangibles included 
in the second classification from accounts in whole 
or in part by a charge against any existing surplus 
capital or earned funds, although the value of the 
asset is not impaired. The Committee do not 
recommend the adoption of a rule prohibiting such 
dispositions, but they do suggest that they should be 
discouraged, especially if proposed to be affected by 
charges to capital surplus. The Committee point 
out that the reduction of the investment upon which 
the responsibility and accountability of.management 
is. based may give rise to misleading inferences if 
subsequent earnings are compared with the reduced 
basis. 


Deferment of Calling Up 


The Minister of Labour and National Service has 
decided that men born in 1914 and earlier are not 
normally to be posted to the Armed Forces. The Ac- 
countants’ Committee has been informed that it is not 
necessary to review periodically the deferments which 
have been granted to these men, provided that they 
remain in their present employment. 
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TAXATION 


June, 1945 


The U.S.A. and U.K. Convention On 
Double Taxation Relief 


This article is a summary of the provisions of the 
agreement reached to prevent double taxation between 
this country and the U.S.A. As is the case with any 
summary, it must be read at its face value, as a broad 
indication of the subject-matter and a guide to the 
contents of the treaty. 


. (a) Taxes on Income 

Surtaxes, E.P.T. and N.D.C. are included, with any 
other taxes of a similar character which may be imposed. 

A U.K. enterprise (i.e., an industrial or commercial 
enterprise or undertaking carried on by a resident of 
the U.K., including a corporation managed and con- 
trolled in the U.K.) is exempted from U.S. tax on its 
industrial and commercial profits unless trading in the 
U.S.A. through a permanent establishment there. An 
agency is only deemed a permanent establishment if 
the agent has, and habitually exercises, a general 
authority to negotiate and conclude contracts or has a 
stock of merchandise from which he regularly fills 
orders on behalf of his principal. Dealing through a 
bona fide commission agent, broker or custodian acting 
in the ordinary course of business as such, does not 
constitute business through a permanent establishment, 
nor does the maintenance of a fixed place of business 
exclusively for the purchase of goods or merchandise. 
U.S. tax is payable on the profits within the U.S.A. of a 
permanent establishment. 

Similarly, a U.S. enterprise is exempted from U.K. 
tax, but this does not affect the U.K. provisions regard- 
ing E.P.T. and N.D.C. on interconnected companies. 
(A subsidiary company is not of itself a permanent 
establishment.) 

Profits of a permanent establishment are to be com- 
puted as if it were a separate business dealing with its 
principal at arm ’s length. No profits are to be deemed 
to arise from the mere purchase of goods in one territory 
for an enterprise in another. 

Where an enterprise of one country, by reason of its 
participation in the management, control or capital 
of an enterprise of the other, makes with or imposes on 
the latter conditions not common to independent enter- 
prise, profits which would otherwise have accrued are to 
be taken into account for tax pu 

Shipping and Air Transport.—A esltinas of one 
country operating ships documented or aircraft regis- 
tered in that country is to be exempt from tax thereon 
in the other country. 

Dividends.—U.S. tax on dividends derived from 
a U.S. corporation by a U.K. resident, who is subject to 
U.K. tax on such dividends and not trading in the 
U.S.A., is not to exceed 15 per cent. In the case of a 
corporation controlling (directly or indirectly) at least 
95 per cent. of the entire voting power of the corporation 
paying the dividend (not more than 25 per cent. of its 
gross interest being derived from interest and dividends 
from non-subsidiary sources), the rate is to be 5 per cent., 
unless there is merely a collusive arrangement to secure 
such reduction in rate. 

U.K. tax will not be payable on dividends derived 
from sources in the U.K. by an individual who is (a) 
resident in the U.S.A.; (6) subject to U.S. tax on such 
dividends ; and (c) not trading in the U.K. . 

Interest.—Interest received from sources in one 


country by a resident of the other who is not engaged 
in trade in the first country will be liable to tax in the 
country of residence only. There is a saving clause in 
respect of holding companies paying to subsidiaries. 

Royalties (Patent, Copyright, etc.).—A resident of one 
country not carrying on business in the other is exempted 
from tax on royalties except in the country of residence. 

Mineral Royalties and Rents from Real Property.—The 
rate of U.S. tax on such income derived from U.S. 
sources by a resident of the U.K. not engaged in business 
in the U.S. is not to exceed 15 per cent. unless the 
recipient elects to be subject to U.S. tax as if carrying 
on business in the U.S.A. 

U.K. royalties to a U.S. resident not in business 
in the U.K. are exempted from U.K. surtax. 

Remuneration paid by the U.S. Government (other 
than to a British subject who is also a citizen of the 
U.S.) in respect of services rendered to the U.S.A. in 
the discharge of governmental functions is exempted 
from U.K. tax. A similar exemption operates in 
respect of U.K. Government payments for services in 
the U.K. 

Personal Seitetag th U.K. resident is exempted from 
U.S. tax on compensation for personal (including pro- 
fessional) services performed during the tax year in the 
U.S. if (a) he is in the U.S’ for period(s) not exceeding 
in the aggregate 183 days, and (b) the services are for a 
person resident in the U.K. Similar exemption is given, 
mutatis mutandis, to a U.S. resident in respect of U.K. 
tax. Public entertainers are not included here. 

Pensions.—A pension derived from one country by a 
resident of the other is liable only in the country of 
residence. ‘ 

Method.—Any U.S. tax paid is to be allowed as a 
credit against U.K. tax payable on the same income. 
(Similarly in the U.S.A. U.K. tax will be credited 
against the U.S. liability.) 

Capital Profits—U.K. residents not engaged in 
business in the U.S. are exempted from U.S. tax on 
gains from the sale or exchange of capital assets. 

Arrears of U.S. Tax.—In certain circumstances, 
arrears prior to 1936 may be adjusted in favour of U.K. 
residents. Claims must be made by December 31, 1947. 

Teachers, etc.—Professors or teachers, visiting one 
country from the other for their professional purposes, 
will not be taxed in the former country. (Time limit 
two years.) 

Students or business apprentices will not be liable 
on remittances from their home country for their 
maintenance, education or training in the other country. 


(b) Death Duties 

The question whether the deceased was domiciled in 
one country is to be determined by the laws of that 
country. The convention lays down rules as to the 
situs of various rights and intérests. 

If. one country imposes a death duty, it is to allow 
against the tax attributable to property situate in the 
other country a credit (not exceeding the tax so 
attributable) equal to the other country’s tax on such 
property. If, however, each imposes tax, by reason of 
each regarding the deceased as domiciled in its territory, 
each shall allow a proportionate credit, as laid down 
in the convention. 


jv 


re eae Cee is ES ee. iin ce ae eg pi hae a 
—_— 2 ee . oe es —— i . ae 

?: ie ss . 
ae fe Z 
. Bi 
‘ It 
of 
5 M 
4 of 
, M 
‘ tr 
wr ne 
or be 
< in 
a 
de 
¥ vi 
: e 
Pp 
: as 
: ‘ 
By 
- n 
h 
e 
‘ a 
y ae 
tl 
« 
Cc 
“ a 
t 
. f 
t 
; : 
ak V 
I 
I 
: ( 
i ‘ 

, a 
“ . 
» 

5 a n * te ss a ir f at = a “= iv — ae i) oe ee ~ ae fc =e ’ ae re Pi 7 sy 3 => — Ce ee a ‘i x 2p SiN ere 5 4 ie. ro oe Rf uae, x . on a: ys 


ACCOUNTANCY 


Taxation Notes 


British Restaurants 

The Income Tax Acts are no respecter of persons. 
It is reported in Local Government Finance, on the basis 
of information reaching the Council of the Institute of 
Municipal Treasurers and Accountants, that the Board 
of Inland Revenue have been advised that local 
authorities having British Restaurants financed by the 
Ministry of Food must be regarded as carrying on a 
trade as principals. é 

The amortisation payments made to the Ministry are 
not deductible expenses in computing profits, but may 
be regarded as payments towards the cost. of the build- 
ings, machinery and plant in respect of which there is 
a title to allowances for depreciation and/or exceptional 
depreciation. The Board are prepared to make pro-_ 
visional allowances on account of depreciation and 
exceptional depreciation equal to the amortisation 
payable at the rate of one per cent. per month, on the 
assumption that it will be continued until the assets in 
question become the property of the lodal authority, 
or, if it is not so continued, that the authority will have 
no interest in the residual value of the assets although it 
has contributed to the cost of their provision. The 
exceptional depreciation will, of course, be reviewed 
at the appointed date or earlier sale of the assets, when 
“cost of provision ’’ will be taken as amounts paid by 
the authority, plus profits used in acceleration of 
amortisation. 


Cancellation, 1943-44 

It is generally accepted that application for separate 
assessment of husband and wife does not affect the total 
tax payable. It may, however, affect the tax cancelled 
for 1943-44, as the Revenue insist that cancellation shall 
be calculated by reference to the separate assessments. 


; If no Separate 
Illustration 4 , 
Assessment Husband Wife 
Husband, Army Pay 
Wife, Civil Pay 200 
, 400 
E.1.A. £40 20 
Personal £140+ {£80 260 110 130 110 1380 
140 70 70 
Tax at 6s. 6d. £4510 0 £2215 0 £2215 0 
Cancellation :7/12th Nil 13 56 5 
Husband £200 —- 
Wife £200 
ELLA. £20 £20 
Personal 140 160 80 100 
40 100 
Tax at 6s. 6d. £32 10 
7/12th of £32 10s. Od. 1819 2 
Tax Payable .£261010 £2215 0 £9 9 7 
Total £82 4 7 


The difference is 7/12ths of the tax on (£70—/40)= 
£30 at 6S. 6d., or 7/12ths of £9 15s. Od.=£5 13s. 9d. 

This gives an inequitable result between taxpayers 
in similar circumstances which ought to. be met by a 
concession that has, in a case brought to our notice, 
been refused. 


E.P.T. Post-War Credits 

_ In the debate on the Budget proposals, the Chancellor 
of the Exchequer, in reply to a question: ‘“‘ These 
credits are not being repaid, but already firms are in- 
curring expenditure on development. Can they do so 
with the assurance that the credits, when they are paid, 


’ will be regarded as available to cover such expenditure ? ”* 


gave an unqualified answer in the affirmative, and 
said : ‘‘ If a firm draws on its reserves, or gets an over- 
draft, in order to carry out development for post-war 
purposes, the fact that the obligation in connection 
with the development may be incurred now, before 
Parliament has decided on the repayment of these 
credits, will not in any way prejudice the firm concerned. 
It is important that that assurance should be given 
because it is in the general interest that development 
should be undertaken as soon as it is physically possible. 
. . . The definite prohibition in the Statute is against 
using these credits to pay additional dividends.’’ This 
statement may remove many doubts we have heard 
expressed on these credits. 


The Income Tax Bill 

In view of the many amendments that are being 
made in Committee, it is proposed to defer a detailed 
consideration of the Income Tax Bill, particularly in 
view of the fact that the Bill is to operate from some 
future date. One feature that has so far emerged is 
that construction or reconstruction which results from 
war damage is within the buildings initial allowance. 
Discussion took place in the endeavour to take fluctua- 
tions in value out of balancing charges, but without 
success. The balancing charge cannot exceed what has 
been given by way of initial allowance and annual 
allowances under the Bill or factories depreciation 
allowance under the existing law (aptly termed by one 
member “ vibration allowance ’’). The existing allow- 
ance might prove more beneficial than the new allow- 
ances, but it is not to be extended beyond the option 
given in the Bill to continue it for five years. 

The attempt to extend the type of buildings to which 


- the allowances are to apply had an unfavourable recep- 


tion from the Government. It was pointed out that the 
Bill would apply broadly to industrial buildings; a 
line had been drawn under the derating proposal in 1928 
and that was the model on which this Bill had been 
drawn. All the difficult questions which then arose 
as to whether garages and so forth were industrial 
buildings had been settled. The reasons for the ex- 
clusion of shops, etc., were partly administrative and 
partly the desire to concentrate on productive enterprise. 

The Chancellor promised to look into the possibility 
of enlarging the provisions regarding the equipment of 
hotels, including boarding houses, etc., and to see if the 
installation could be covered. 


Shop Fronts . 

In the debate on the Income Tax Bill, the Financial 
Secretary said he was pretty sure things like shop 
fronts and improvements to the furnishing of shops 
come under Part II of the Bill, but it is expected that 
more will be heard of this, as the Chancellor said there 
would be no allowance for an original installation, but 
the cost of renewal of a shop front would be allowed 
against profits. 


War Damage Insurance 


The Board of Trade announce that the issue of 
policies of insurance under the Commodity Insurance 
Scheme, the Business Scheme (including the Farming 
Scheme) and the Private Chattels Scheme has ceased. 
Current policies will remain operative until their dates 
of expiry. 
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Recent Tax Cases 


By W. B. COWCHER, 0.B.E., B.Litt., Barrister-at-Law 


Schedule D—Tvrade—Company running greyhound racing 
track—Greyhounds purchased and maintained for racing 
purposes—Sales of greyhounds at end of racing careers— 
No breeding or trading in greyhounds—W hether greyhounds 
to be regarded as stock-in-trade or as a capital asset. 

In Abbott v. Albion Greyhounds (Salford), Limited 
(K.B.D., January 29, 1945, T.R. 59), the company 
claimed that in computing the profits or losses of the 
business, its greyhounds should be valued at the end of 
each year and any increased or decreased value regarded 
as a trading receipt or a deduction. The General Com- 
missioners had accepted this view ; but Wrottesley, J., 
reversed their decision. In the course of the argument, 
the Crown had conceded that the cost of renewals was 
admissible. The Judge held that the stock of greyhounds 
was in the nature of fixed and not circulating capital, 
and that changes in value were not to be reckoned in 
ascertaining profit or loss. In view of the changed 
position of the Crown, no order as to costs was made. 


Schedule D—Dealings in land—Two respondents asso- 
ciated for some years in land development business—Pur- 
chase of three plots of undeveloped building land, each 
respondent acquiring one half of each plot—Date of 
purchase, October 25, 1935—On November 4, 1935, gift by 
each respondent of his half share to his wife—On November 
16, 1935, sale by each wife to building company of which 
respondents sole directors, selling for {7,375 what had cost 
£4,875—On September 6, 1937, another purchase, each 
respondent buying for £4,723 one haif of another area of 
undeveloped building land—On following day gift to each 
wife as before—On October 25, 1937, sale by each wife to 
company of which each husband a director and holding 
one third each of issued shares—Sale for {£8,080 each of 
what had cost {4,723—Whether profits on two transactions 
assessable under Case I or, failing this, under Case VI. 

The scheme in Williams v. Davies and Nisbet (K.B.D., 
January 19, 1945, T.R. 45) is set out in the heading. The 
Special Commissioners had found that when the sales 
took place the wives were beneficial owners, and not 
nominees or trustees for their husbands, and had held 
that the resultant profits were not taxable. Wrottesley, 
J., upheld their decision. 

He said that he took the first finding to mean that the 
transactions were not colourable, but genuine gifts. The 
Crown had claimed that the two women were carrying 
on a trade in land dealing, the assessments being made 
upon their husbands. The Special Commissioners’ 
finding that what took place was not the carrying on of 
‘a trade or an adventure in the nature of trade by the 
wives was a finding for which he could not say there was 
no material, and : 

“‘T am not to substitute for the inference which 
the Commissioners have drawn from the facts of 
this case the inference which I should have drawn 
for myself.’ 

In view of Pearn v. Miller (1927, 11 T.C. 610), and 
especially Leeming v. Jones (1928, 15 T.C. 343), the 
Revenue’s claim under Case VI was obviously in the 
nature of a forlorn hope. In the latter case, there had 
been only one transaction instead of two, and it had 
been held that, if trading was negatived in the case of 
a purchase and sale of land at a profit, it must be capital 
accretion. The Judge held that it was a matter of degree. 
It is to be noted that in Pickford v. Quirke (1927, 13 
T.C. 251), four transactions were held to constitute a 
trade. 


Sur-tax—Settlement—Transfer of shares to infant children 


in 1938 absolutely—Whether dividends thereon income of 


transferor—Finance Act, 1922, Section 20—Finance Act, 
1936, Section 21—Finance Act, 1938, Section 38—Finance 
Act, 1894, Section 22 (1)—Settled Land Act, 1882, 
Section 2 (1). - 

In Hood-Barrs v. C.I.R. (K.B.D. March 2, 1895, 
T.R. 73), the question was whether a loop-hole had been 
discovered in the legislation above-mentioned which had 
for its object the prevention of sur-tax evasion. The 
Special Commissioners had held that the transfers by the 
appellant to his daughters were transfers of assets 
which were settlements under and caught by the 1936 
Act. For the appellant, it was urged that the term 
““ settlement ’’ was to be interpreted by reference to the 
provisions of Finance Act, 1894, Section 22 (1) and the 
Settled Land Act, 1882, Section 2 (1). By this test the 
transfers were not ‘‘settlements.’”’ After a careful 
examination of the relevant enactments, Wrottesley, J., 
affirmed the decision of the Special Commissioners. 
The case is going further. 


Income Tax—Sale of sand from sandpit—Whether rent 
received in respect of an easement—If not whether carrying 
on a concern specified in Rules 1, 2 and 3 of No. III 
Schedule A Income Tax Act, 1918—Finance Act, 1934, 
Section 21. 

Russell v. Scott (House of Lords, February 6, 1945, 
T.R. 69), was a case from Northern Ireland where the 
respondent owned land upon which there was a sandpit. 
He did not work it himself, but people who wanted sand 
came, dug it out for themselves, and paid the respondent 
an agreed price per ton, the latter having an employee 
upon the spot who recorded the amounts taken by each 
customer. The Special Commissioners had found that 
the sums so paid were rent payable in respect of an 
easement within Section 21 of Finance Act, 1934, but 
that as tax had not been deducted by the payors there 
was no jurisdiction to assess the respondent. The Lord 
Chancellor declared that there was no possibility of an 
easement in the circumstances and that Section 21 had 
nothing whatever to do with the case. It appeared 
that no one in Northern Ireland either at the Bar or 
on the Bench had been able to defend the reasoning 
of the Special Commissioners, and that both of the 
Northern Ireland courts had held that the sandpit 
was not “‘ a concern of the like nature ” within No. III 
of Schedule A. 

Their Lordships resolved to send the case back for re- 
hearing by the Special Commissioners, the Lord Chan- 
cellor indicating the possibility that some sandpits 
would be within the taxing section and others not. A 
few words in an Act of Parliament would seem to be 
indicated. 


Surtax—Undistributed income of company—Validity of 
divection—Whether substantial compliance with require- 


ments of Section 18 of Finance Act, 1928, sufficient to 


invoke tt or whether notice required—Statement by Special 
Commissioners that no further action to be taken—Direction 
for same period about a year later—Whether direction 
invalid on this ground—A pportionment—I nterest in profits 
and income—Public company entitled to dividends 
declared—Three persons entitled to accumulated income 
on winding-up—Income nearly all undistributed—W hether 
apportionment to the three persons valid—Finance Act, 
1922, Section 21, First Schedule; Finance Act, 1927, 
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Section 31; Finance Act, 1928, Section 18; Finance 
Act, 1936, Section 20 (1); Finance. Act, 1937, Section 
14 (3). 

F.P.H. Finance Trust, Ltd. v. C.I.R. (House of Lords, 
March 22, 1945, T.R. 79), is not to be confused with 
another case relating to the same company which also 
reached the House of Lords. The present one was 
noted in our issues of February, 1943, and April, 1944, 
and arose out of a scheme which besides being ingenious 
had the quality of novelty. These features did not, 
however, prevail; and the House of Lords was unani- 
mous in its affirmation of the lower Courts’ decisions 
that both direction and apportionment were valid. 
Considerations of space preclude an adequate account 
of the case ; but there is one important passage in the 
only judgment delivered. Lord Russell of Killowen 
said that certain powers were given to the Special 
Commissioners in regard to investment companies by 
sub-section (3) of Section 14 of Finance Act, 1937. 
The present company was not an investment company, 
and it was urged that, if the decision appealed from was 
right, then the gift of the said powers was unnecessary, 
and their restriction to the case of investment companies 
carried the inference that the Special Commissioners 
had no such powers in the case of other companies. In 
reply to this, Lord Russell said that investment com- 
panies of a most complicated nature had been very 
popular in tax evasion schemes and the income interests 
of members were “ elusive and peculiar.’’ All that sub- 
section (3) of Section 14 of Finance Act, 1937, did was 
to enable the Special Commissioners to omit all con- 
sideration of the position while the company was a 
going concern and to apply only the acid test of the 
interests in surplus assets in a winding-up. He said 
that there was nothing in the enactment inconsistent 
with the Crown contention. 


Income Tax, Schedule D and Excess Profits Tax— 
Appellant company managing shipping company since 
1916—Contract of management May 25, 1937, whereby 
period of service extended by 15 years—By third article of 
agreement, appellant company to receive management fee 
of £500 plus 1 per cent. on price of every vessel built, 
bought, or sold, plus commission of 5 per cent. of profits 
of shipping company as defined in agreemeni—By fourth 
article total remuneration under third article to be minimum 
£2,000, and, if shipping company go into liquidation 
or ceasg to carry on business, then remuneration at minimum 
vate to be immediately payable for whole of unexpired 
period of agreement—Shipping company goes into liquida- 
tion upon November 5, 1942, when 8} years of agreement 
unexpived—{16,306 paid under service contract—For 16 
years 1924 to 1940 over 88 per cent. of appellant company’s 
income derived from managing shipping company— 
Whether payment of £16,306 capital or income. 

Barr, Crombie & Co., Lid. v. C.I.R. (Court of Session, 
October 18, 1944 (1945), T.R. 91), was a case where the 
Special Commissioners had held that the sum mentioned 
in the above heading was remuneration under a service 
agreement and was therefore a trading receipt on 
revenue account. To the facts of the case as set out 
above there should be added that after the shipping 
company went into liquidation the appellant company 
had to reduce its staff and salaries and to move to 
smaller premises. 

The Court of Session unanimously reversed the Special 
Commissioners’ decision. They held that the case of 
Van den Berghs, Ltd. v. Clark ((1935), A.C. 431, 
19 T.C. 390), applied and not that of Kelsall, Parsons 


-& Co. v. C.I.R. (1938, S.C. 238, 21 T.C. 608) and their 
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conclusions may be gathered from the following extract 
from Lord Carmont’s judgment :— 

“The question whether a payment received . . . 
is a trading receipt or a capital payment... is in 
every case dependent on the facts of the case... . 
It is, of course, a service agreement. But I think 
they (the Special Commissioners) are wrong in so 
construing that service agreement as to find that the 
£16,000 . . . was remuneration. It was, although 
found in a service agreement, not remuneration, but 
what was tantamount to a measure of the damages 
for the cesser of the relations existing between the 
appellant company and the shipping company. 
That measure, although it took remuneration to some 
extent into consideration . . . was a capital payment 
made in respect of the termination of the relations 
between the two companies and nothing more.” 


Schedule D—Interest awarded under Section 3 of Law 
Reform (Miscellaneous Provisions) Act, 1934, and 
included, as provided by the same section, in the total sum 
for which judgment given—Whether “‘ interest of money ”’ 
within Schedule D of Income Tax Act, 1918—Schedule D, 
Charging Rule 1 (b)—General Rules, Rule 21—Civil 
Procedure Act, 1833, Sections 28, 29. 


The issue in Westminster Bank v. Riches (Chancery 
Division March 28, 1945, T.R. 99), arose out of another 
action. In 1936, one Ridsdel made a large profit on 
the purchase and resale of certain shares and the de- 
fendant in the present case was under a previous agree- 
ment entitled to one half thereof. The latter was paid 
certain sums which were accepted in full satisfaction 
on Ridsdel’s representation that they represented one 
half of the profits made. After the latter’s death, 
defendant brought an action against the plaintiff bank 
as judicial trustee of Ridsdel for an account; and, 
ultimately, defendant became entitled to judgment for 
£36,255, the admitted short payment by Ridsdel. The 
judge, Oliver, D., was then asked to exercise his power 
to award defendant interest as from the date from which 
the said sum should have been paid over; and, after 
argument, he awarded an additional sum of £10,028, 
being the equivalent of interest at 4 per cent. from 
June 14, 1936, to May 14, 1943, the grounds being that 
defendant had been cheated and been deprived for 
seven years of his due share. 

The bank deducted income tax at 10s. in the { from 
the £10,028, claiming that it was interest of money 
within Rule 1 (b) of the Charging Rules of Schedule D 
and that it was bound under Rule 21 of the General 
Rules to deduct tax and account therefor to the Revenue. 
As the profits or gains of Ridsdel’s estate in the hands 
of the bank were approximately /£10,000, whilst the 
annual payments by the bank in the same capacity, 
including the £10,028, exceeded £21,000, it was conceded 
that Rule 21 applied and that Rule 19 was excluded. 

Plaintiff, defendant, and the Revenue (by invitation) 
were all represented. For defendant it was argued that 
the £10,028 was not interest but damages or in the nature 
of damages and, inter alia, it was urged upon authority 
that awards of interest under Section 28 of the Civil 
Procedure Act, 1833, had been held to be damages— 
Sections 28 and 29 of this Act were repealed by Section 3 
of the 1934 Act—and that the purpose and effect of the 
last mentioned section was to enlarge the scope of the 
earlier provision without altering the nature of the 
awards. 

After a long and careful analysis of the whole position, 
including the extensive case law relevant, Evershed, J., 
found in favour of the bank. 


oS i bee eel tA a; — ; oe ee, ae) : a : Fa ates 
_ as ? ¥ eee ai tile a = at f : ar Po = Z > 2a ey oe 
= a Rs A z : - e : Be oe 
' . 
&- 
te 
- oe 
i 
o 7 
Pap 
% 
phy 
\ 
4 
. 
ae 
S 
. a 
mh 
i 
ve 
’ i 
: at: 
. al ut 
Nes 
} 
} my 
. “a 
| —————E Thy 
ne 
\ 
a 
+n 
an 
i 
J 
Se 
hale 
a 
a 
wy 
wi 
a5! 
_ 
SO " 
ut 
veut 
yes 
oe 
ar 
ay 
Dias 
“Sipe 
re 
ae : 
Baty 
Pr ies 
“ea 
er 
es 
oe 
hee 
ee 
ny ", 
a 
aad: 
| 
“ot 
rm, < 
iw fa 
2% 
ae 
at 
\ 
aha 
wa ed 
Bae 
ave 
< “ 
ak 
Oies 
a 
x 
ae 
tS ei 4 
bs 2 a : ae 
ee % ¥ - Se 2 bie, Se ge i 1a oe ey: ‘ ee ee eS» Ee es : » 4 x ray a ow 
Sr ie a . a g _ ee — ee oy , Saye mm fhe a “ie sats 
"hos. | 2 i See ee ee ae ” ; i ae Bape Me ee ——— ed Mel - 
i ee . ae ieee) OS eS eee td a es Oe ok 4 : se a a. a ore 


ime 


176 ACCOUNTANCY 


The Month in the City | 


FINANCE 


VE-Day and Markets 

It was not to be expected that a market which has 
been discounting victory in Europe ever since July, 
1940, would indulge in any spectacular marking up of 
prices when the event actually took place. The fact 
that ordinary share prices have been rising, with only 
minor interruptions, for nearly five years, shows that 
confidence in the outcome of the European war has 
always been a market factor. Consequently the end 
of hostilities in the West was made the occasion for 
stressing more the uncertainties than the promise of 
the future. There was, in fact, a fair amount of selling 
in the few days immediately preceding the announce- 
ment of victory, and up to the time of writing the 
subsequent recovery has been more noticeable in the 
gilt-edged market than elsewhere. The initial selling 


of gilt-edged may have: been partly due to renewed 


fears that the authorities will find it more difficult to 
maintain interest rates at their present low level when 
people are wanting to sell Government securities for 
the purposes of reconstruction expenditure, but it also 
probably owed something to the expectation that the 
1945 Savings Campaign, like its predecessors, will tend 
to divert attention from existing Government securities. 
The subsequent recovery was accompanied by rumours 
that a new National War Bond issue would replace the 
present Exchequer bonds, and that its terms would 
justify a further hoisting up of gilt-edged prices. In 
addition, it is widely argued that the future of cheap 
money is assured, since the authorities can make certain 
that money finds its way back to-the gilt-edged market 
while the physical controls of spending remain in 
operation. Political factors have also been a powerful 
market influence in the days immediately following the 
end of the European war. The effect on prices of the 
difficulties over Poland, Austria and Trieste may have 
been exaggerated, but the prospect of a general election 
has. undoubtedly checked the upward movement in 
ordinary shares. In their case, the future of E.P.T. and 
the problems of industrial reconversion have been the 
dominant influences, but although these considerations 
may be important over the short run, it is generally 
expected that the rise in equities will be resumed when 
political uncertainties are resolved. The permanently 
higher national income after the war is likely to mean a 
roughly proportionate increase in the profits of industry. 
And since so much industrial capital bears interest at 
fixed rates, the earnings remaining for equity stocks 
should be still further expanded. Once E.P.T. has been 
removed or reduced, it is difficult to see how these factors 
can fail to be reflected in equity prices and dividends. 


Capital Issues 

With the end of the war in Europe and the beginning 
of the reconversion period for industry, the question of 
refinancing for peace-time purposes is likely to assume 
greater importance. Quite a number of capital issues 
for specific peace-time objects have already been sanc- 
tioned, and more are likely to follow. Under these 
circumstances it is widely hoped that a greater variety 
in methods of making new capital issues will be per- 
mitted, once their purpose has been approved. At 
present the stock methods are issues to existing share- 
holders or private placings, where placees are bound 
not to resell their holdings until six months after pur- 
chase. Even within the present limitations of method, 
it would be helpful if the procedure of the Capital Issues 
Committee could be made more consistent and com- 
prehensible. Although the payment of capital bonuses, 
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for instance, is forbidden, there is often a substantial 
element of bonus in the terms on which new capital 
issues are being made. This was particularly noticeable 
in the case of the recent Crittall Manufacturing issue. 
But while capital bonuses in the case of single companies 
are theoretically forbidden, there appears to be no 
objection to them in the case of mergers. The new 
company, for example, which will emerge from the 
amalgamation of British Insulated Cables and Callender’s 
Cable and Construction will have a total issued capital 
of £11°2 million, whereas the combined capital of the 
existing companies is only £4°9 million. This arises only 
to a minor extent from additions to the preference 
capital to compensate existing holders for the accept- 
ance of lower rates of dividend. In the main, it results 
from an expansion in the equity, which can only be 
regarded as a substantial capital bonus to ordinary 
shareholders. There is, of course, no objection to such 
a procedure, and an increase in the number of shares 
held does not necessarily imply an increase in share- 
holders’ income, since the rate of dividend may be 
appropriately lowered. At the same time, it is difficult 
to see why a writing up of capital should be allowed in 
a merger, when the same process is strictly forbidden 
to a single company. 


Double Taxation. 

The complete freedom from double taxation achieved 
in the recent treaty with the United States continues 
to be widely praised in the City, and its implications 
for the investor are still being discussed. It is noted, 
for instance, that while some types of income will remain 
subject to tax in the country of origin, others will be 
entirely exempt from taxation at source. In principle, 
there is no ultimate difference between the two, since 
the tax deducted at source in the case of the first type 
of income will be allowed as a credit against tax liabilities 
due in the country of residence. In practice, however, 
there must be a time-lag between the payment of tax 
at source and its recovery in the country of residence, 
which lends some advantages of convenience to securities 
which are entirely exempt from taxation at source. 
Under the reciprocal arrangement between the two 
countries, all forms of indebtedness, Governmental and 
commercial, as distinct from share capital, fall into the 
category of securities which are exempt from taxation 
at source. This means, for example, that U.S. residents 
who wish to receive income from Great Britain free of 
tax will not be confined to a limited’number of British 
Government securities. At present only Defence Bonds, 
Funding 4 per cent. Loan, National War Bonds, Savings 
Bonds, Victory Bonds, War Loan 3 per cent. and War 
Loan 3} per cent. have been exempt from taxation to 
persons not ordinarily resident in the United Kingdom. 
This exemption in the case of U.S. residents is now 
extended to all Government issues, as well as to indus- 
trial debenture stocks. Broadly speaking, all interest 
payments will thus be exempt from taxation at source, 


while dividends remain liable to tax in the country of 


origin—with the provision that the tax so deducted 
may be set off against tax due in the country of residence. 
It is greatly to be hoped that these reliefs will shortly 
be extended to the Dominions at least, and also to other 
foreign countries. In the case of the Dominions, the set-off 
granted to a British resident is limited to the Dominion 
rate of tax or half the British rate, whichever is the less. 
This does not prevent the payment of an appreciable 
amount of double taxation. 
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‘AGCGOUNTANGY 


Points from Published Accounts 


Imperial Chemical Industries 

Fundamentally the accounts of Imperial Chemical 
Industries are a model. Perhaps their chief lesson is that 
the secretiveness of so many companies concerning their 
trading profits and, therefore, their annual liability to 
excess profits tax, must often be quite unrelated to 
considerations of national security. Here is a company 
which, as the chairman’s speech has shown, has played 
a vital part in our armament production. Yet it has 
disclosed the amount of its E.P.T. provision each year : 
for 1944 a gross tax charge of {7,940,059 for the group 
is shown to consist of 2,933,796 of E.P.T. and £5,006,263 
of income tax. Two criticisms may, however, be made. 
A note to the consolidated income statement states that 
‘ the provision for U.K. taxation is based on the income 
of the year, less past over-provisions,’’ but shareholders 
are not told to what extent the year’s results have bene- 
fited from this factor. And, while the full amount of 
the group tax charge is stated, the amount actually 
debited in the accounts is {2,745,297 less than this at 
£5,194,762, the differénce representing income tax 
deductible from dividends. This means that the parent 
company’s preference and ordinary dividend payments 
are deducted at their gross amount, a procedure which 
is contrary to the decided trend of modern accounting 
practice, and one which makes it less simple to compare 
the net disbursement to shareholders with the amount 
taken by the tax authorities and the sum provided for 
pension funds and allowances—a sum which, incidentally, 
is the breath-taking one of £1,676,374. There is a con- 
solidated balance-sheet, and throughout the accounts 
comparative figures for the previous year are provided. 
These adopt the helpful device of showing sums in 
addition and subtraction worked within panels, the 
result of each such sum—representing a net figure for 
a group of assets or liabilities, or a net credit or debit 
to revenue account—being given outside the panel. 
The effect is to telescope into one column particulars 
which ordinarily would take two columns to present, 
and to secure an appreciable gain in ease of reference. 


Colvilles 

The accounts of Colvilles show net dividend receipts 
of {94,212 from subsidiary companies separately from 
the trading profit of £537,199. The relationship between 
the two figures is, however, not a simple one, for it is 
to the trading profit only that a provision of £350,000 
for depreciation and obsolescence, which includes what 
is described as a ‘‘ supplementary provision of £100,000 ”’ 
should be related. The directors’ report includes .a 
statement of the subsidiaries’ profits, which may fairly 
be summarised by saying that the £94,212 disbursement 
to the parent concern involves these companies in draw- 
ing upon reserves to the extent of £3,588. This is a really 
useful piece of information, and it is a pity that, having 
gone so far to assist shareholders, the directors have not 
seen fit to submit a consolidated balance-sheet. Shares 
in and advances to the subsidiaries appear among the 
assets as a separate item of £2,973,106, and advances 
from these companies are similarly treated among the 
liabilities. But the manner in which both sides of the 
balance-sheet are drawn up is illogical. There is only a 
timid attempt at grouping, and the interests in sub- 
sidiaries are separated from the fixed assets under the 
company’s immediate control by stock, loose plant and 


- work, and debtors. On the other side an insurance 


group loan of £400,000, secured over certain of the 
property, takes second place to sundry creditors. 


John Summers and Sons 

Another company in the heavy industries, John 
Summers and Sons, does better than this. There is a 
combined balance-sheet and here, as in the company’s 
own balance-sheet, the various items are grouped with 
a discrimination that is really effective. In addition, 
the company submits a detailed profit and loss statement 
for the group, which shows gross investment income and 
trading profit as separate items, and reveals the pro- 
vision made for taxation. The statement works down to 
a final figure representing ‘‘ surplus for year applicable 
to group holdings,’’ and makes it clear'to what extent 
group reserves and profit and loss balances have been 
increased. Incidentally, the value of a consolidated 
balance-sheet is well demonstrated by the fact that 
group reserves and profit and loss accounts are seen to 
total £2,856,092, whereas for the parent company alone 
the corresponding figure is the appreciably smaller one 
of £1,751,864. 


London Brick 

The auditors’ certificate appended to the London 
Brick balance-sheet is given subject to the remark that 
“in arriving at the trading profit no depreciation has 
been written off the fixed assets.”” Even so, the payment 
of a 10 per cent. distribution to ordinary shareholders, 
requiring £200,000 gross, entails a transfer of £100,000 
from general reserve—and this, be it noted, is a net sum. 
The general reserve, nevertheless, stands {£225,000 
higher on the year at £700,000, having been reinforced 
by a transfer of {325,000 from the contingencies reserve, 
the £120,000 balance of which is grouped with creditors 
and reserve appropriations. : 


Publication 


Bookkeeping and Accounts. By E. E. Spicer, F.C.A., 
and E. C. Pegler, F.C.A. Eleventh Edition, edited 
by W. W. Bigg, F.C.A., F.S.A.A., and H. A. R. J. 
Wilson, F.C.A., F.S.A.A.  (H.F.L. (Publishers), 
Ltd., London. Price 25s. net.) 


To one who used this book in early articles, it brings 
vivid recollections of first discoveries—the distinction 
between trading and profit and loss account, between 
a receipts and payments and an income and expenditure 
account, the evils of single entry and the beauties and 
virtues of double entry, the variety of means of pro- 
viding for depreciation, the surprising things that could 
happen to bills of exchange—and so on until the broad 
outline of the whole of accountancy was perceived. 

The editors have spared no effort to introduce all that 
the student needs to be up to date, including the Insti- 
tute recommendations and the Solicitors’ Accounts 
Rules, 1945 ; but the essential style and form have been 
preserved. 

It is a book that every student should read ; from it 
he will obtain not only a thorough grounding in the 
principles of accounts, but also a lucid introduction to 
the relevant branches of law. 
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LAW. 


Legal 


COMPANY LAW 


Service of notice of meetings—Shareholders abroad. 

In Re Warden and Hotchkiss, Lid. (1945, W.N. 90), 
the Court of Appeal reversed the decision of Uthwatt, J. 
(noted in AccounTANcy, March, 1945, page 120). 
Uthwatt, J., had decided, on the facts of the case, that 
a special resolution of the company had not been passed 
at a meeting duly convened, because of the failure to 
send notices of that meeting to five members resident 
in South Africa. In arriving at his decision, he had 
refused to follow a decision in a case decided in 1870, 
which had been followed by Maugham, J., in Re 
Newcastle United Football Co., Lid. (1932, W.N. 109). 
Uthwatt, J., said that it was quite time the matter was 
settled by a higher authority. It will be noted with 
satisfaction that the Court of Appeal have unanimously 
reversed the decision of Uthwatt, J., and have approved 
the earlier authorities. They referred to a statement 
by Lord Buckmaster in Bourne v. Keane (1919 A.C, 815 
at 874), that a decision of long standing upon which 
title to property depended, or which, by establishing 
principles of construction or otherwise, formed the 
basis of contracts, ought not to be reviewed. If they 
were to hold that the decisions given in 1870 and 1932 
(which Uthwatt, J., had not followed) were wrong, 
they might be casting doubt on a number of titles to 
property and on the validity of numerous issues of 
preference shares. It must be remembered that a large 
majority of the special resolutions passed by companies 
did not come before the court. It would be contrary 
to principle to disturb what must have been the accepted 
interpretation of these articles over a long period of 
time, whatever view they might form of the interpre- 
tation given to them by Uthwatt, J. The appeal must 
be allowed, the order- of Uthwatt, J., discharged, and 
the company’s special resolution confirmed. 


ACCOUNTANCY 


Notes 


EXECUTORSHIP LAW AND TRUSTS 

“ Trustees for Sale’—Law of Property Act, 1925, 
Sections 28 and 205. 

In Re Wakeman, deceased (1945, 1 All E.R., 421), 
Uthwatt, J., decided an interesting point on the con- 
struction of the term “ trustees for sale ’’ in Section 205 
of the Law of. Property Act, 1925. By his will dated 
January 27, 1929, the testator appointed the National 
Provincial Bank, Ltd., to be his executor and trustee, 
and gave his residuary real and personal estate to the 
bank upon trust for sale and conversion. He directed 
the bank to pay, out of his ready moneys and the 
moneys arising from such sale, his funeral and testa- 
mentary expenses and debts, and to invest the residue 
in authorised investments to be held upon trust for his 
daughter for life, and, after her death, for her children. 
At the time of his death the testator was the owner, 
not only of certain personal estate, but also of a freehold 
house. This was sold to the bank for £1,300 in 1932, 
before administration had been completed and a 
title made by the bank as legal personal representative. 
That sum was duly invested and the securities thereby 
purchased were readily distinguishable from those 
representing the personal estate. The defendant wanted 
the bank to realise part of the securities representing 
the sale moneys and with the proceeds to buy a freehold 
house for her occupation. She contended that the bank 
were trustees for sale and that the investments bought 
with the purchase money of the land sold by the bank 
as legal personal representatives were proceeds of sale ; 
also, that the trust powers included the power to buy 
land and that-the Law of Property Act, 1925, Section 28, 
applied so as to confer power to buy land notwith- 
standing the imperative trust for investment contained 
in the will.~ Uthwatt, J., held, on the facts, that the 
bank were not trustees for sale within the meaning of 
Sections 28 and 205 of the 1925 Act, since they no longer 
held land on trust for sale. As trustees of the will, of 
course, they possessed no power to buy land. 


Society of Incorporated Accountants 


COUNCIL MEETINGS 


WepNEsDAY, May 9, 1945 
Present : Mr. Richard A. Witty (President), in the chair, 
Mr. Fred Woolley, J.P. (Vice-President), Mr. C. Percival 
Barrowcliff, Mr. R. Wilson Bartlett, J.P., Mr. R. M. Branson, 
Mr. J: Paterson Brodie, Mr. W. Norman Bubb, Mr. M. J. 
Faulks, M.A., Mr. Alexander Hannah, Mr. C. A. G. Hewson, 
Mr. Walter Holman, Mr. Bertram Nelson, Mr. F. A. Prior, 
Mr. R. E. Starkie, Mr. Joseph Stephenson, O.B.E., Mr. Percy 
Toothill, Mr. R. E. Yeabsley, C.B.E., Mr. A. A. Garrett 
(Secretary), and Brigadier O. H. Tidbury, M.C. (Assistant- 

Secretary). . 
Apologies for non-attendance were received from Mr. W. 


Allison Davies, Mr. E. Cassleton Elliott, Mr. A. B. Griffiths, . 


Mr. James Paterson, Mr. T. H. Platts, and Mr. A. H. Walkey. 
Mr. F. J. Alban was prevented from being present by the 
sudden alteration of train services in consequence of the 
public holiday. 
New MEMBER OF THE COUNCIL 
The President welcomed Mr. R. E. Yeabsley, C.B.E., who 
took his seat for the first time as a member of the Council. 


THE UNIVERSITIES AND THE ACCOUNTANCY PROFESSION 
A report was made of progress with the scheme, particulars 
of which were published in the May issue of ACCOUNTANCY. 
VoTE OF THANKS 


The Council a cordial vote of thanks to the 


Auctioneers’ and Estate Agents’ Institute for the use of their 


Hall for the annual general meeting and the Conference of 
Representatives of District Societies. 


RESIGNATIONS 
The following resignations of membership were accepted 
with regret :— 
CANLAN, CEcIL Epwarp (Associate), London, April 15, 
1945. 
Tyson, HERBERT JOHN (Fellow), Birkenhead, December 31, 
1945. 


DEATHS 
The Secretary reported the death of each of the following 
members :— 
CLARKE, FRANK Norman (Fellow), Brighton. 
GRAMMER, DONALD ERNEsT (Associate), London (by enemy 
action). 
Jupp, THomas Lanctey, C.B.E. (Fellow), London. 
Lowe, LEsLiz Tom (Associate), London (on active service). 
OaTEs, EDGAR (Associate), Manchester. 
WELLs, PERcy (Associate), Manchester. 


At a second meeting of the Council held after the annual 
auer meeting, Mr. Richard A. Witty (President) took the 
chair. 

ELECTION OF PRESIDENT 

Mr. Richard A. Witty proposed the election as President 
of the Society of Mr. Fred Woolley, J.P. This was seconded 
by Mr. Walter Holman and carried unanimously. 

Mr. Woolley then took the chair. He thanked the Council 
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for his election, and referred to the invaluable work of Mr. 
Witty during this three years as President. 


ELECTION OF VICE-PRESIDENT 

Upon the motion of Mr. Fred Woolley, seconded by Mr. R. 
Wilson Bartlett, Mr. F. J. Alban was unanimously elected 
Vice-President. 

ELECTION OF COMMITTEES 

Committees of the Council were elected. The election of 
the Disciplinary Committee was by ballot, in accordance 
with the Society’s Articles. 


MEETINGS OF COMMITTEES 
A meeting was held of each Committee, and the following 
chairmen and vice-chairmen were appointed :— 


The sixtieth ordinary general meeting of the Society 
was held at the Hall of The Auctioneers’ and Estate 
Agents’ Institute of the United Kingdom, 29, Lincoln’s 
inn Fields, London, W.C. (by kind permission of the 
Council of that Institute), on May 9. 

Mr. RicHarp A. Witty (President), who occupied the 
chair, reminded the members that they were meeting 
on a historic date for our country, and at his suggestion 
the National Anthem was sung. 

The PresipEent then delivered the address, which is 
printed on page 168, and moved the adoption of the 
report and accounts. : 

Mr. Frep Woo ttey, J.P. (Vice-President), formally 
seconded the resolution. 

Mr. Cepric N. WALTER (London) said that the nature 
of the day on which the meeting was being held would 
have given members every reason for being absent, but 
out of loyalty to and regard for the President, they had 
come to the meeting and he had rewarded them, as they 
expected, with a valuable address, one suitable to the 
occasion and of particular encouragement and hope to 
those members who were in the Forces, and of excep- 
tional professional interest to all of them. The address 
heralded a new era in the annals of the Society. It 
opened a period, which might last several years, for the 
re-absorption of those who had been away, the advent 
of University training for those students who cared to 
avail themselves of the opportunity, and, should they 
say, the dawn of co-ordination within the profession. 

He gathered from the address that the proposed post- 
war courses would be on the lines of those which were 
held at Cambridge and Oxford, of which many of them 
had very pleasurable and instructive memories. During 
the war they had all given their time, their service and 
their knowledge to the Government and the community 
without any thought of reward—just as part of the 
national effort. He gathered that they would now be 
called upon for what he would call professional effort, 
with a similar giving of their time, experience and 
ability for the purpose of helping those who had been 
away so long to re-establish themselves in their pro- 
fession, and to maintain the high standards of the 
Society and the profession in general. He felt sure that 
when the call came from the Council they would find no 
lack of response from members for such a worthy cause. 

An improvement in professional education had been 
long overdue, and the scheme by which accountancy 
training would be combined with university education 
was a very big step in the right direction. In the new 
economic age which we were on the point of entering, 
the demands on the accountant would be greater than 
ever before, and very likely in new ways. There would 


- be new ideas, and new points of view, and if the 
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Disciplinary Commitiee: Chairman: Mr. R. Wilson 
Bartlett ; Vice-Chairman : Mr. Richard A. Witty. 

Finance and General Purposes Committee; Chairman : 
Mr. E. Cassleton Elliott; Vice-Chairman: Mr. Percy 
Toothill. 

Examination and Membership Committee: Chairman : 
Mr. Walter Holman ; Vice-Chairman : Mr. R. M. Branson. 

Parliamentary Committee : Chairman : Sir Thomas Keens ; 
Vice-Chairman : Mr. F. J. Alban. 

Articles and Bye-Laws Committee : Chairman : Mr. Richard 
A. Witty ; Vice-Chairman : Mr. J. Paterson Brodie. 

District Societies Committee: Chairman: Sir Thomas 
Keens ; Vice-Chairman : Mr. Walter Holman. 

Post-War Committee: Chairman: Mr. Walter Holman ; 
Vice-Chairman: Mr. Bertram Nelson. 


accountant was going to be of real assistance in an 
advisory capacity, then he would not only want wider 
vision and, bolder vision, but should have less complete 
immersion in past results and give more attention to the 
portents of the future. The scheme would help in the 
education of future accountants in that direction. 
Another reason why he personally welcomed.the scheme 
was that it would more than justify itself if it served to 
remove the tendency, as it appeared to him, of the 
training in the past to produce a stereotyped mind, and 
secondly, if it could avoid, or, at any rate, reduce, that 
paper cramming which seemed to be the common lot 
of most students. The scheme, he gathered, had been 
brought about by the full co-operation of the three 
leading accountancy bodies and it applied equally to 
all of them. Perhaps they were not ufjustified in 
reading into it the first step towards the levelling of the 
standard of training and qualification throughout the 
profession as a whole—the infant shape of co-ordination, 
the full stature of which they would look forward to 
having presented to them later on this year. He felt 
sure that the President would not say what he did on the 
subject of go-ordination unless there was something of 
real interest to tell. 

The Report referred to prisoners of war who had sat 
for the Society’s examinations. He felt that behind those 
few words there lay a story of high endeavour, and when 
they considered the conditions which prevailed in a 
military prisoner of war camp in Germany or any other 
country it must have meant a remarkable effort on the 
part of any man to study for and to pass an examination 
for his qualification. Their effort was worthy of a 
little publicity. Perhaps the names of those who sat 
for the examinations, whether’ they passed or failed, 
could be given in ACCOUNTANCY, with a record of the 
difficulties with which they were faced, something of the 
conditions under which they worked, and how they 
overcame them, so that others might derive some 
inspiration from their story. 

Some of the rank and file of the Society sometimes said 
that the Council moved in a mysterious way ; in fact, 
when things were not moving fast enough for them they © 
sometimés wondered if the Council moved at all, but 
they had now seen that behind that calm exterior there 
was a hive of industry. To mention again co-ordination 
and university training, the demands on those engaged 
in bringing those matters forward to the stage they had 
reached to-day had been great, and when they con- 
sidered that that had been done during the stresses and 
trials of war, he thought it was a very great achieve- 
ment, and he would like, if he was not out of order, to 
conclude his remarks by paying a small tribute to the 
Council by saying ‘‘ Well done.’’ (Applause.) 
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Mr. F. A. RoBerts (London) said he would like to take 
the opportunity of bringing before the meeting a matter 
which he thought members would agree was of very 
great importance, particularly in the coming days during 
which they would be engaged in dealing with the back- 
wash of the war. A large number of private interests 
had been controlled by the Government during this war. 
Under most of the control arrangements, the under- 
takirig had been remunerated by the Government on 
the basis of a pre-war standard of profit, and it followed 
that the Government had had to repay all the expenses 
incurred, including depreciation on fixed assets. . 

Rule 6 of Cases I and II of the Rules applicable to 
Schedule D of the Income Tax Act, 1918, provided for a 
wear and tear allowance. That, of course, was quite 
divorced from any amount of depreciation written off 
or from any depreciation recovered from a Government 
Department. There must be diminished value of the 
asset ; it must be used in the course of the trade; and 
the particular asset must belong to the owner of the 
business. Where in a controlled undertaking a Govern- 
ment Department, reimbursed the undertaking for its 
depreciation, that transaction did not deprive the 
undertaking of its right to claim wear and tear under 
Rule 6. That point was being entirely overlooked and 
it involved a very large sum of money. 

They all remembered the case of the Birmingham 
Corporation Tramways. The Birmingham Corporation 
had laid down a tramway track and the Dunlop Rubber 
Company, as their staff would benefit by the use of the 
track, agreed to reimburse the Birmingham Corporation 
to some extent for that expenditure. The House of 
Lords held that irrespective of the reimbursement, the 
wear and tear still remained to be calculated on the 
original cost. It might be that the Revenue would 
seek to tax the depreciation being paid by the Govern- 
ment Department, because obviously it was a very 
expensive piece of finance. On the one hand they had 
the Government Department paying the citizen for the 
wear and tear of all his assets, and by Rule gthat citizen 
was entitled to claim his wear and tear as though he 
had‘to provide for depreciation, as he would have to.do 
in normal times. He felt it his duty to bring that 
matter before his fellow members. 

Mr. E. Ewart Pearce (Cardiff) expressed his pleasure 
at the decision of the Council that industrial accountants 
who were Associates could now become Fellows of the 
Society. 

The President in his speech had referred to the fact 
that examinations had been held in prisoner of war 
camps. Now that time had passed, he hoped the Council 
would make it convenient for their fellows who would 
be in the Army of Occupation in Germany and else- 
where to take their examinations. 

He wished to congratulate the President on his three 
years of strenuous and successful work on behalf of the 
Society. He was sure that the President was delighted, 
as they were all delighted, that the conclusion of his 
three years of office coincided with the successful con- 
clusion of the terrific and terrible war. He wished to 
thank the President once more for having attended 
recently, in company with Mr. Garrett, the fiftieth annual 
meeting of his District Society, at which they were 
proud to welcome him. He had the greatest pleasure in 
supporting the adoption of the Report and Accounts and 
in thanking the President for his splendid speech. 
(Applause.) 

Mr. A. V. Hussry (London), having congratulated 
the President on his speech, said he looked at the attend- 
ance sheets as he came in and noticed that London 


members were very much in the minority. Those who 

had been in London for over five years naturally felt 
they could do with a break. But he understood they 
were even expected to meet again the next day. For 
that he thought the President ought to pay some sort 
of penalty, and the penalty he suggested was that the 
President should invite such members as were present 
to take dinner with him and perhaps go to a theatre. 
(Laughter.) 

The resolution for the adoption of the Report and 
Accounts was then put to the meeting and carried 
unanimously. 

Mr. Percy ToortuHiLt then moved: ‘“‘ That the con- 
tributions made by the Council from the funds of the 
Society of Incorporated Accountants and Auditors of 
three hundred guineas to the Joint War Organisation 
of the British Red Cross Society and the Order of St. 
John of Jerusalem, and of one hundred guineas to the 
National Y.M.C.A. War Service Fund, be and are hereby 
confirmed.” 

Mr. J. PATERSON Bropie seconded the resolution, 
and it was carried unanimously. 

Mr. R. Witson BaRTLETT moved the re-election of 
the retiring members of the Council. He said that they 
were a very worthy lot, including both the President 
and the Vice-President. Mr. WALTER HOLMAN seconded 
the resolution, and it was carried unanimously. 

The PRESIDENT then moved: “ That the following 
members of the Council, who were appointed to the 
Council to fill occasional vacancies in accordance with 
the provisions of Article 48, be elected members of the 
Council: London: Richard Ernest Yeabsley, C.B.E. 
Provinces: Arthur Benjamin Griffiths.” 

He said he had particular personal pleasure in moving 
that resolution. Mr. Yeabsley, who was known to 
some of the members, had already done a lot of work 
for the Society through the Research Committee, and 
he was sure he would be a very valuable member. He 
regretted that Mr. Griffiths, who was the Borough 
Treasurer of Sheffield, was not able to be with them to- 
day owing to the sudden death of his Deputy Borough 
Treasurer. Mr. Griffiths had been appointed to fill 
the place of Mr. Lund, who had retired, and in that 
connection he would like to take the opportunity to 
pay a well-deserved tribute to the services rendered to 
the Society by Mr. Lund. Mr. Lund had been a member 
of the Council for many years and had been able to 
give them valuable assistance and advice. 

Mr. FRED WooLLey, J.P., seconded the resolution, 
and it was carried unanimously. 

On the motion of Mr. A. J. Ingram (Newcastle-upon- 
Tyne), seconded by Mr. E. B. Greet (Taunton), Mr. 
Arthur H. Hughes and Mr. Percy H. Walker were 
re-elected auditors of the Society. 

Mr. WALTER Homan then proposed: ‘‘ That the 
members of the Society of Incorporated Accountants in 
general meeting assembled tender to Mr. Richard A. 
Witty their sincere and cordial thanks for his services as 
President of the Society from 1942 to 1945; they record 
the specially able manner in which he has discharged his 
onerous duties arising from war-time conditions; his 
resumed conferences with representatives of the branches 
and District Societies ; and the steps he has taken for the 
initiation of co-ordination of the profession. The 
Society rejoices that the culmination of his presidency 
coincides with victory in Europe.’’ Mr. Holman 
remarked that the resolution stated in formal terms the 
feelings of gratitude, which he was sure they all shared 
with him, to their President for the services he had 
rendered during what must have been three of the most 
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trying years which the Society had ever faced. (Hear, 


hear.) The President of a Society in war-time suffered _ 


from certain disabilities, for which he thought they 
ought to express their sympathy to Mr. Witty. During 
war-timie the President was unable to any large extent 
to enjoy those contacts with members in the country 
which were so happy and so stimulating a part of the 
duties attaching to his high office. The Society also lost 
because by reason of the necessary reduction in the 
social activities which normally characterised their 
proceedings, it lost the benefit which could be con- 
tributed by the wife of the President to the activities 
of the Society, and they extremely regretted that as a 
Society they had been unable to enjoy the advantages 
which Mrs. Witty would have conferred on the Society 
by gracing their meetings and their functions by her 
presence. Mr. Witty had, in fact, during his term of 
office had much of the work and very few of the sweets 
of office, and that was a matter which the members 
regretted perhaps more than he would. He had put 
into the work of the Society not only great ability, but 
had also put into it those qualities of tact and con- 
ciliation which had done a great deal towards furthering 
at long last the negotiations for co-ordination which had 
been so long before them and which he was thankful to 
see before he went out of office were beginning to bear 
fruit. As members of the Council they were grateful 
to the President for the efficiency and skill with which 
he had guided them during these difficult years, and he 
was quite sure that without any formal seconder they 
would receive and pass with acclamation the resolution 
which he had read and which he now formally placed 
before the meeting. 

The resolution was carried by acclamation. 

The PRESIDENT said that before he replied to Mr. 
Holman he would like to explain the circumstances 


Membership 

During the year 75 members have been admitted 
and 94 Associates advanced to Fellows. The member- 
ship on December 31, 1944, comprised: 1,640 Fellows, 
6,212 Associates, 2 Honorary Members; total, 7,854. 
(Members in practice, 2,861 ; Members not in practice, 
4,993.) 

President and Vice-President 

In May, 1944, Mr. Richard A. Witty, London, and 
Mr. Fred Woolley, J.P., Southampton, were re-elected 
President and Vice-President respectively. 


Obituary 

Notification of the deaths of 93 members, including 
those killed on Active Service or by enemy action, was 
received with regret. 

A severe loss was suffered by the death of Mr. Henry 
Morgan, a Past-President, to whose inestimable work 
for the accountancy profession, and particularly on 
behalf of Incorporated Accountants, the Council pays 
its tribute of high regard. 

The Council acknowledges the valuable services. of 
Mr. Douglas Mackeurtan, Durban, who served the 
office of Chairman of the South African (Eastern) 
Committee, Natal, and whose regretted death the 
Council has to record. 


War-time Appeals. 
To support the vital war-time work of the Joint War 
Organisation of the British Red Cross and Order of 


SIXTIETH ANNUAL REPORT 


ACCOUNTANCY 181 


under which the meeting was held that day, not as an 
excuse for not inviting them all to dinner and a theatre, 
but because it was rather necessary to understand why 
there were comparatively few present. Even at five 
o’clock on Monday nobody knew whether May 9 was 
going to be a holiday or not and they had to make their 
arrangements some time ahead. They were holding a 
District Societies’ Conference the next day. A good 
many members from the provinces were coming up for 
that, and it was known that they had booked their 
rooms. If it had been adjourned they could not have 
got accommodation in a fortnight’s time. There was 
no doubt that postponement would have caused much 
more inconvenience than attempting to hold the meeting 
on a day which might be a public holiday. He could 
think of no better ‘work for a public holiday than 
attending a meeting or a conference. The London 
members must not be blamed, for it was even more 
difficult for London members to get there. 

He was indeed grateful to Mr. Holman and members 
for the vote of thanks which had been passed. Frankly 
he had enjoyed his three years of office; it had been 
three years of continuous work with the sweets strictly 
rationed and the ration book in somebody else’s care, 
but after all, that applied to every member of the 
Society. If he had been able to keep the flag flying high 
and had been able to carry on the work he was more 
than satisfied. The reference to Mrs. Witty was par- 
ticularly pleasing to him; as he had said on previous 
occasions, his wife fully understood that in the circum- 
stances it had been impossible to have the ordinary 
functions at which otherwise she might have been 
present. Although this completed his term of office as 
President, he hoped it might be possible for him still 
to render some service to the Society, to which he, like 
them, owed so much. (Applause.) 


St. John, and of the Y.M.C.A., contributions of three 
hundred guineas and one hundred guineas respectively 
were again made from the Society’s Funds. The mem- 
bers will be asked to pass a resolution at the annual 
general meeting to confirm the action of the Council. 


Co-ordination of the Accountancy Profession 

Negotiations have proceeded between the accountancy 
bodies and a substantial measure of agreement has now 
been reached. The necessary documents are being 
drafted and the Council hopes to be able to issue a 
statement to members during 1945. 


Members and Examination Candidates with 
H.M. Forces 

A memorandum of concessions to articled clerks and 
special bye-law candidates in respect of war service was 
approved and issued by the Council. 

The representatives of the professional bodies have 
discussed with the Ministry of Labour and National 
Service questions relating to the Ministry’s Appoint- 
ments Department and grants to both members and 
candidates for further training and professional education 
after demobilisation. 


Post-war Courses for Ex-Service Members 

It is proposed to hold, at suitable dates after demobil- 
isation has commenced, a short residential course (or 
courses) for members of the Society. The courses will 
enable the Council to welcome returning members and 
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to provide facilities for the discussion of current _— 
fessional practice. 


Research Committee 


“‘ Design of Accounts ’’’ was published in June, 1944, 
by The Oxford University Press for the Incorporated 
Accountants’ Research Committee. All available copies 
of the first edition were sold shortly after publication. 
When the paper situation permits, a second edition will 
be published. 

The thanks of the Council were communicated to the 
Chairman of the Research Committee, Mr. Bertram 
Nelson, and to the principal authors, Mr. F. Sewell Bray 
and Mr. H. Basil Sheasby. 

The Research Committee are investigating other 
subjects with a view to further publications. 


The Accountancy Profession and the Universities 


A joint Committee of representatives of the principal 
accountancy bodies and of the Universities have pre- 
pared a scheme to enable articled clerks and examination 
candidates to pursue a course of University education, 
appropriately integrated with professional training. 
The facilities will be entirely optional. Further informa- 
tion will be given to members at a later date. 


Branches and District Societies 


The activities of the Branches and District Societies 
were developed and the President paid visits to Bradford, 
Manchester and Hull. The annual Conference of repre- 
sentatives from different parts of the country was 
resumed in May, 1944. 

Plans are under consideration for the provision of 
meetings and lectures to meet the needs of both members 
and students upon their return from the Forces. 


Overseas Committees 


The Council is indebted to the Chairman, Committee 
and Hon. Secretary of each of the Branches in the 
British Dominions for their sustained efforts in main- 
taining the work of the Society in their respective areas. 
Spetial acknowledgment is made of their interest in 
members and examination candidates serving with 
H.M. Forces. 


Prisoners of War 


The Red Cross and St. John War Organisation again 
made arrangements for holding examinations in prisoner 
of war camps, for which the thanks of the Society are 
due. 

Where possible, communications have been made by 
the President to members who are prisoners of war. 


Incorporated Accountants’ Hall: War Damage 


In July, 1944, Incorporated Accountants’ Hall was 
severely damaged by enemy action. After a short 
interval, partial first-aid repairs enabled the adminis- 
trative work of the Society to be carried on from the 
Hall, and some library facilities are now available. 

The Council records its thanks to The Institute of 
Chartered Accountants and to The Law Society for their 
spontaneous help in providing accommodation for 
meetings and in other ways. 

Expert advice has been taken and the policy of the 
Council is directed towards eventual restoration. 


The Society’s Examinations 1944 


The following statistics include some prisoners of war 
who sat in 1943 but whose papers were not received until 
1944. 


Preliminary Intermediate Final 


Honours. . sx 1 2 3 
Passed .. ¥% 79 95 66 
Failed .. ea j 76 : 152 59 

Total .. ms! 156 249 128 


Honours were awarded to the following candidates : 


FINAL EXAMINATION 
lst Certificates of Merit. 
Ellis, John Desmond Marsden, Wakefield (Prize) 
August, 1944 
Waterfall, Ronald Frederick, Barking December, 1944 
2nd Certificate of Merit. 
Day, Mary, Stroud, Glos. December, 1944 
Mr. J. D. M. Ellis and Miss Mary Day were also awarded 
Silver Medals. 
INTERMEDIATE EXAMINATION 
Ist Place Certificates. 
Farrand, John, 8.com., Portsmouth August, 1944 
Pollott, Brian Runciman, B.A., Dudley December, 1944 


PRELIMINARY EXAMINATION 
Ist Place Certificate. 


Blakemore, Geoffrey, Bury (Prize) August, 1944 


Sir James Martin Memorial Exhibition 
An Exhibition was awarded to: 


Violet Joyce Williams Bennett, Articled Clerk to 
Mr. Percival White, M.B.E., F.S.A.A., Plymouth. 


Disciplinary Committee 


On a report from the Disciplinary Committee, the 
Council excluded from the Society an Associate who 
had been found guilty of dishonourable conduct. 

The Committee censured an Associate for permitting 
his name to be used in connection with a tax bureau. 


Council 


The following members of the Council retire, and, 
being eligible, offer themselves for re-election under 
Article 49: 


London: Mr. Albert Stuart Allen, Mr. Cecil Aubrey 
Gist Hewson, Mr. Richard Alfred Witty. 


Provinces: Mr. Ralph Macaulay Branson, Mr. John 
Paterson Brodie, Mr. Frederick Arthur Prior, 
Mr. Robert Edward Starkie, Mr. Joseph Turner, 
Mr. Fred Woolley, J.P. 


Mr. Edmund Lund, M.B.E., retired from the Council 
and an expression of the thanks of the Society was 
accorded to him for his valuable services to the Council 
for fourteen years. 


Mr. Richard Ernest Yeabsley, C.B.E., London, and 
Mr. Arthur Benjamin Griffiths, Sheffield, have been 
appointed to occasional vacancies on the Council, which 
arose from the death of Mr. Henry Morgan and the 
retirement of Mr. Edmund Lund. Their names will be 
brought before the general meeting in May, 1945, for 
election in accordance with Article 48. 


Auditors 


Mr. Arthur Henry Hughes, Incorporated Accountant, 
London, and Mr. Percy Henry Walker, Incorporated 
Accountant, Cardiff, are the retiring Auditors, and offer 
themselves for re-election. 
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194 ACCOUNTANCY 
inal REVENUE ACCOUNT, for the year ended December 31, 1944 
3 
66 
59 4 EXPENDITURE 1943 F INCOME 
£ fs £ £ £ £. 
— 5,234 Sararies and Pension Fund Contribution .. ies 5, 20,164 SUBSCRIPTIONS... soe t. ons = ae 20, 
28 44 Staff Insurances... : obs 44 ENTRANCE FEES— 
—— 5,397 404 94 Fellows ... ze iis _ ~r ae 44 
— Hari Expenses— ( 683 75 Associates i ship aba 787 
1,005 Rates.. 376 1,281 
he Heating, Lighting, Cleaning and Sundry Expenses, 275 .Sunpry Fees and other ae at om ae 347 
1,264 including Rent of temporary offices... 1,606 1,949 Examination Fees ... — ny 2,306 
127 Decorations and Repairs ... i, she 25 168 Hawt Lerrincs pal si a ot - 113 
127 Air Raid Precautions Soa en ™ ea 204 ConTRIBUTION— 
141 Insurances... tA ie 158 From Incorporated Accountants’ London and 
168 Depreciation of Furniture and Fittings sis nea 156 500 District Society ... 500 
55 War Damage Premiums dui se 32 DIvIDENDsS on Investments (gross) and Bank 
2,557 786 Interest o* 703 6 
1944 ADMINISTRATION ExPENSES— - AccouNTANCY ” -- 
1944 631 Travelling Expenses ; s died a 508 Receipts from Subscriptions, Sales and 
1,026 Stationery and Printing bt a 862 £2,855 Advertisements _ 
539 Postages, Telegrams oan Telephone Fae ee 536 Less Editorial, Printing and Publishing 
944 719 Advertisements... Cea — 800 2,828 Expenses ... = 
| 263 Legal and Parliamentary Expenses de AL 148 27 
ded 656 Miscellaneous Expenses * = Fis 918 
99 Subscriptions to Chambers of Commerce ~ 130 
63 Auditors’ Fees inte = hia 105 
Liprary—<Additions ike ae 
2,897 Examination EXPENSES and ‘Prizes oti sie 2,885 
3,019 Grants to Branches and District Societies pas 3,351 
944 1,625 Desentures : Interest (Gross) 1,500 
44 Reserve for - wpe sen of Debentures (Annual 
2,192 Instalment) ‘ 2,292 
ContTRIBuTIONS—Red Cross and St. John ... 
YMCA. ... wal re 
TAXaTION— 
44 Income Tax on Property and Investments less 
324 Recovery on Debenture Interest . _ 
21 Corporation Duty oi a 33 
“ ACCOUNTANCY” 
Editorial, Printing and Publishing Expenses ... 3,331 
Less’ Receipts from Subscriptions, Sales and 
to oa Advertisements ... ia .o we PM 3,037 
BABANCE, oh excess of Income over rege 
for the year . 
le 
iO 
§ BALANCE SHEET, December 31, 1944 
LIABILITIES 1943 ASSETS 
MortGAGE DeBentureEs (5%) FREEHOLD Property— 
L Deduct Redemptions to date 40, Incorporated Accountants’ Hall at cost, less 
30,000 ——— 30,000 100,000 amounts written off . 100,000 
c CurRRENT LIABILITIES AND RESERVES— FurNITURE AND Fittixcs at cost less amounts 
° Sundry Creditors and Provision for accrued 2,841 written off ... 2,721 
Liabilities : 3,741 (The Society’s Hall and the Furniture and Fittings 
" Subscriptions and Fees received in advance... 1,611 sustained damage during the year as the result of 
| 6,045 5,352 enemy action.) 
RESERVE FOR DEBENTURE See 300 Liprary at cost, /ess amounts written off . 300 
Balance at 3lst December, 1943 . mil ... 25,859 CURRENT ASSETS : 
1 Annual Instalment .. rn vel ont —— INVESTMENTS at cost— 
25,859 28,151 6,500 4% Funding Stock 1960-90 ~ . 5,879 
ACCUMULATED Funp— ,000 % Conversion Stock . ts 2,976 
Balance at 31st December, 1943 ... ae ... 69,510 5,000 2 National War Bonds 1945-47... 5,000 
Surplus on Revenue Account, 1944 oan aes 2,771 2,500 2. Ma , National War Bonds 1946-48 __.... 2,500 
69,510 ——_ 72,281 yd %, National War Bonds 1949-51 ... 4,500 : 
3% Defence Bonds a ‘ .. 1,000 nf 
Ricuarp A. Witty, / \S 
re £300 Society of I ed Ai and —_— 
ty ncorporat: ccountants 
Auditors $e, Mortgage Debentures (Gift) . 300 
E. Cassteton Exuiort, 22,155 ——__ 22,155 
Chairman of (Market Value y Investments at 3lst December, 
Finance Committee. 1944, £24,007 
521 Ore AND Beteesie ACCRUED 2,437 
Including payment on account of War Damage 
22nd March, 1945. ) 
5,597 Batances at BANK AND CasH IN Hanp 
£131,414 
——— 


AUDITORS’ REPORT TO THE MEMBERS 


We report to the members that we have examined the foregoing Accounts, together — the books of the Society and the vouchers relating thereto, and have 
verified Saleciation the Balance Sheet 


the Investments and Cash Balances. We have obtai all the informa’ and ex; tions we have required, and in our opinion 
is properly drawn wu a SE kamen dere aan ae ee s according to the best of our information and the explanations 


given to us and as by the books of the Society. 
ARTHUR H. HUGHES, 
ray ot H. beh na 
Lo , 27th March, 1945. ccountants, 
NDON os Andsiors. 
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BRANCHES AND DISTRICT 
SOCIETIES’ CONFERENCE 


Mr. Fred Woolley, J.P., President of the Society, presided 
at a conference of representatives of Branches and District 
Societies with members of the Council. The conference was 
held on May 10 at the hall of the Auctioneers’ and Estate 
Agents’ Institute (by kind permission of the Council of that 
Institute). : 

There were present: Sir Thomas Keens, D.L. (Chairman 

of the District Societies’ Committee), Mr. C. Percy Barrow- 
cliff, Mr. R. Wilson Bartlett, Mr. Robert Bell, Mr. R. M. 
Branson, Mr. J. Paterson Brodie, Mr. Alexander Hannah, 
Mr. Walter Holman, Mr. Bertram Nelson, Mr. R. E. Starkie, 
Mr. Percy Toothill, Mr. Joseph Turner, Mr. Richard A. 
Witty, Mr. R. E. Yeabsley (Members of the Council); Mr. 
C. J. B. Andrews (South of England), Mr. Edward Baldry 
(London), Mr. R. N. Barriett (London), Mr. W. Nugent 
Bartlett (South Wales and Mon.), Mr. C. V. Best (London), 
Mr. W. J. S. Bosworth (Notts, Derby and Lincoln), Mr. A. J. 
Brindley (Yorkshire), Mr. A. N. Buckley (Bradford), Mr. 
H. S. Bull (Devon and Cornwall), Mr. C. E. Claridge (Brad- 
ford), Mr. W. C. Coxon (South Wales and Mon.), Mr. A. H. 
Crumpton (Hull), Mr. Tudor Davies (South Wales and Mon.), 
Mr. Frank Dean (Bradford), Mr. S. G. Deavin (North Lan- 
cashire), Mr. A. L. Dickson (Liverpool), Mr. John Donaldson 
(North Lancashire), Mr. T. W. Dresser (Yorkshire), Mr. 
W. A. Fellows (North Staffordshire), Mr. A. J. F. Girling 
(Sheffield), Mr. C. E. Gray (Sheffield), Mr. Frank Harrop 
(Manchester), Mr. L. C. Hawkins (London), Mr. F. Hulme 
(North Staffordshire), Mr. A. V. Huson (London), Mr. A. V. 
Hussey (London Students), Mr. A. J. Ingram (Newcastle- 
upon-Tyne), Mr. Hugh O. Johnson (West of England), Mr. S. 
King (Hull), Mr. C. Yates Lloyd (Manchester), Mr. A. 
Macdonald (Hull), Mr. Daniel Mahony (London Students), 
Mr. T. O. Morgan (Swansea), Mr. W. S. Newton (Man- 
chester), Mr. P. D. Pascho (Devon and Cornwall), Mr. E. 
Ewart Pearce (South Wales and Mon.), Mr. C. Pearson 
(Liverpool), Mr. E. E. Porter (Swansea), Mr. J. J. Potter 
(Birmingham), Mr. G. Roby Pridie (Loridon Students), Mr. 
S. C. Rainbow (London), Mr. Jack Reynolds (Hull), Mr. F. S. 
Rowland (Newcastle-upon-Tyne), Mr. J. E. Spoors (New- 
castle-upon-Tyne), Captain J. E. Stone (London), Mr. F. G. 
Stringer (Bradford), Mr. H. Threlfall (Yorkshire), Mr. F. 
Tucker (Devon and Cornwall), Mr. E. J. Waldron (South of 
England), Mr. G. A. Watkins (Swansea), Mr. F. A. Webber 
(West of England), Mr. G. E. L. Whitmarsh (Devon and 
Cornwall), Mr. J. Wallace Williams (South Wales and Mon.), 
Mr. G. A. Windsor (Yorkshire), Mr. A. R. Yeeles (Newcastle- 
upon-Tyne), Mr. A. A. Garrett (Secretary) and Brigadier 
O. H. Tidbury (Assistant Secretary). 

Mr. A. J. Ingram extended the congratulations of the 
District Societies to Mr. Fred Woolley upon his election as 
President of the Society, to which Mr. Woolley responded. 

A discussion took’ place on the position of members, 
articled elerks and accountants’ clerks who have been serving 
in H.M. Forces. Mr. Walter Holman, the chairman of the 
Post-War Committee, outlined proposals for Refresher 
Courses for members and facilities available in other direc- 
tions for articled clerks and examination candidates. The 
Conference passed a vote of thanks to Mr. Walter Holman 
for his services on the Accountants’ Committee throughout 
the war. 

The President and Mr. Bertram Nelson spoke on the 
scheme to enable articled clerks and examination candidates 
to take a University Course in conjunction with professional 
_ training. The representatives expressed their interest and 

gave support to the scheme in which they desired to co- 
operate. a 

The President reported on the proposal to admit to Fellow- 
ship, subject to certain conditions, Associdtes who were 
industrial accountants and occupied positions of exceptional 
responsibility. 

Congratulations were extended to the Research Committee 
on the publication of the book ‘‘ Design of Accounts.’’ The 
hope was expressed that Incorporated Accountants would 
use their influence for the improvement of the design of 
accounts by conformity with the recommendations of the 
Committee. 

A number of other matters were discussed. The con- 
ference closed with a cordial vote of thanks to the President 
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for presiding; this was proposed by Mr. R. N. Barnett 

(London) and seconded by Mr. E. Ewart Pearce (Cardiff). 

es aa present were entertained to luncheon at the Waldorf 
otel. 

The President, who occupied the chair, pr the toast 
of “ The King.” In view of the historic occasion upon which 
they were meeting, he then proposed “‘ The Armed Forces 
of the Crown.” 

Mr. Frank Harrop, Manchester, invited the company to 
drink to the health of the President. The toast was honoured 
with acclamation, and Mr. Woolley responded. 

The toast of Sir Thomas Keens, Chairman of the District 
Societies Committee, was proposed by Mr. A. V. Huson, 
London, and Sir Thomas replied. 


IRISH BRANCH 


Annual Meeting 

The 42nd annual general meeting of the Society of Incor- 
porated Accountants in Ireland was held in Dublin on May 18. 
The President, Mr. D. Tilfourd Boyd, B.Com.Sc., F.S.A.A., 
was in the chair. 

The report and accounts for the year were adopted. 

The retiring members of the Council were re-elected, and 
Mr. T. Condren Flinn was re-elected Hon. Auditor. 


At a Council meeting held subsequently, the following 


officers were elected for 1945-46 :—President: Mr. A. J. 
Walkey, F.S.A.A., Dublin. Vice-President: Mr. Robert 
Bell, F.S.A.A., Belfast. Acting Hon. Secretary: Mr. J. 
Love, A.S.A.A., Dublin. Hon. Treasurer: Mr. R. L. Reid, 
F.S.A.A., Dublin. 
Annual Report 

The Council records with regret the deaths of four members 
during the year. ‘ 

The total membérship in Ireland is now 262 (including 
those serving with the Forces). There are also 255 students. 

The activities of the Students’ Sections in Dublin and 
Belfast have been maintained. In Dublin particularly it is 
leasing to note the increase in the average attendance at 

tures and discussions. Eleven of these meetings were 
held in Dublin, and three in Belfast, in addition to special 
lectures for examination candidates. 


PERSONAL NOTES 


Lance-Sergeant L. R. Reed, Royal Corps of Signals, has 
been awarded the Military Medal in recognition of gallant 
and distinguished service in North-West Europe. At the time 
of joining H.M. Forces Lance-Sergeant Reed was an articled 
clerk to Mr. R. M. Simpson of Messrs. Simpson, Wreford & 
Co., Incorporated Accountants, London. 

Messrs. Keens, Shay, Keens & Co., Incorporated Ac- 
countants, announce that Mr. H. C. Gale, who has been in 
charge of the firm’s Harrow branch, has resigned from the 


rtnership. 
aris REMOVALS 


Messrs. Cassleton Elliott & Co. announce that they have 
discontinued the occupation of their temporary office at 
Claygate, Surrey, the business of which will now be con- 
ducted from their City office at 4-6, Throgmorton Avenue, 
London, E.C.2. 

Messrs. Barnett & Co., Incorporated Accountants, are now 
practising at Terminus Chambers, 6, Holborn Viaduct, 
London, E.C.1. 

Messrs. S. H. Wilson & Co., Incorporated Accountants, 
have removed their offices to 15, Seething Lane, London, 


E.C.3. 
OBITUARY 


THOMAS LANGLEY JUDD 

We have learned with regret of the death on March 31 of 
Mr. T. L. Judd, C.B.E., F.S.A.A., senior partner in Messrs. 
J. Earle Hodges, Wright, Judd & Co., London. Mr. Judd 
became a member of the Society of Incorporated Accountants 
in 1900, and was elected to Fellowship in 1918. During the 
last war he served in the Ministry of Munitions, becoming 
Assistant to Member of Council in 1918, and was awarded 
the C.B.E. for his services in 1920. He had been a member 
of the Court of Common Council of the City of London for 
the last ten years, and was a member of several of its 
commi , ‘ : 
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